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From The Editor 


(4842377047, MRA 2: 


S 8,30,450.23 CRORE. THAT'S HOW MUCH ADDITIONAL 

wealth the Br 500 companies have created in the 

first half of this financial year compared to the 

same period last year. True, it has been a period when the 
stock market has been on the uptick—the 30-share BSE ` 
Sensex gained around 900 points or nearly 8 per cent be- ` 
tween April and September this year—but o 
ranking of India's Most Valuable Companies has more to 

tell than just the reflection of a booming stock market. 
The big story behind the rankings is, of course, the one 
starring India Inc. Fifteen years ago, when we first pub- 
lished the вт 500—a ranking of listed companies based on | 
their market capitalisation—the Indian economy had ` 
just embarked on a new era of liberalisation. Indian 
companies were beginning to get a whiff of the new 
times—fewer government controls and regulations but , 
also more competition from foreign capital and easier 
access for multinational giants. The complaints began al- 
most simultaneously with the policy changes. Indian in- 
dustry—more famously, the so-called Bombay Club—han- 
kered for continued protection іп the fear that an unfair 
playing field (that is, one which favoured foreign capital) 

would serve to kill Indian businesses. 
Whether or not such pleas had the 
required effect can be debated but were 
India Inc.'s fears of getting wiped out 
unfounded? If you run your eye down 
the top 50 on this year's Br 500 you 
could probably say, yes they were. 
Most of the Indian companies in the BT 
50—of course, there are MNCs and 
their Indian offspring too on that shortlist—have not only 
been around since the early 1990s but are thriving. As 
Executive Editor Brian Carvalho's lead story (Global, 
Local and Very Vocal, page 68) reveals, Indian companies 
have not only competed successfully against MNCs on 
Indian turf, but also gone overseas by either conquering 
markets there (like the rr and pharma companies) or by 

acquiring companies abroad. 

Indian tT remains the most spectacular sub-story 
within the big India story. The troika of TCS, Infosys and 








Companies 


_ Wipro draws gasps of amazement every time each of them 


announces quarterly results and their positions on the BT 
500 (rcs, Infosys and Wipro are #2, 3 and 5, respectively, 
in this year's rankings) shouldn't come as a surprise. 

The Br 500 issue is one of a number of special issues 
that we publish each year and this time I would like to 
acknowledge the efforts of the team that worked on it. 
The person entrusted with the painstaking task of com- 
piling and checking this year's вт 500 listing was BT's 
Principal Correspondent in Mumbai, Mahesh Nayak. 
The data itself was sourced, as usual, from the Centre 
for Monitoring Indian Economy (CMIE). 


Sangos haragan 


SANJOY NARAYAN 
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Indian Firms Rule 
ONE IMPORTANT TREND THAT EMER- 
ges from your cover story is that 
four of the top five companies are 
Indian and not foreign MNCs. This 
is a shift from the 1980s and 90s 
when foreign MNCs were by far 
the preferred employers because 
of the absence of professionally-run 
Indian companies. 
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(large) number of women in in- 
fluential positions and the sup- 
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ages them to give their best. And, 
what’s more? Employees seem to 
have found not only professional 
satisfaction, but also the perfect 
work-life balance. 


TRIPTA BEDI, through e-mail 


and bulk orders from various nat- 
ions as well as domestic market 
expansion have resulted in the 
capacity expansion. 


MUTHURAMAN KM, through e-mail 


Why Ignore Pharma Sector? 
WHILE BULLISH ON EMPLOYMENT 
(Jobs Today, October 22) was int- 
eresting, the pharma sector, which 
is doing very well, was left out. I 
hope the sector is given due imp- 
ortance the next time around. 
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SOUMIK KAR 


Go Global, Carefully 


О PRIZES FOR GUESSING WHAT'S THE FLAVOUR OF THE 
PN aon in corporate India. It is, of course, global 
M&As. The most stunning display of that ambition is 
Tata Steel’s proposed acquisition of Anglo-Dutch 
steel major, Corus. The biggest acquisition ever by an 
Indian company abroad, the deal values Corus at 
$8 billion, or Rs 36,800 crore, and fetches Tata Steel 
an additional 18 million tonnes of annual steel cap- 
acity, catapulting the Indian company from #56 in the 
global steel industry pecking order to #5. It is rea- 
sonable to expect that other large Indian groups will 
now feel similarly emboldened to buy global com- 
panies much larger than themselves. 
It’s a significant trend. As our report on this year’s 
BT 500 companies shows, nearly 40 per cent of the top 
50 companies by market cap have made at least one 
acquisition overseas. The industries range from pharma 
to IT to auto to consumer electronics. The rationale for 
acquisition is different for different industries—for 
manufacturers, it’s a question of scale, while for IT 
and pharma, it's more a question of iP and customer rel- 
ationships—but the underlying realisation is the same: 
One cannot hope to be globally competitive just being 
a (small) player in India. So, it's likely that we'll witness 
more big-ticket purchases abroad by Indian companies. 
The worst thing that could happen to this whole 
process of India Inc. going global is it turning into 
some sort of a game of one-upmanship. In these times, 
when India has everyone's attention, raising capital to 
fund mega acquisitions won't be a problem for Indian 
predators. The pitfall, however, would lie in stretched 
valuations. As more and more wannabes from emerging 
economies bid for weak global companies, valuations will 
surge—it is simple economics. Although often times they 
may seem so, M&As aren't about bragging rights. Size 





Relief for small investors: Courtesy, SEBI 
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Tata leads the way: Acquires Corus for $8 billion 


matters only if it creates value, and doesn't destroy it. 
Needless to say, enhancing value gets harder every 
time a target company is won in a bidding war. That's 
one reason why not all M&as tend to work. 

How can companies ensure that, in M&As, 1+1 is 
greater than 2? By being careful about the money they 
pay and the company they acquire. In the Tata-Corus 
deal, for instance, the theoretical argument is that 
Corus is a high-cost producer of steel, while Tata Steel 
is already one of the lowest cost products, with its own 
mines. The bet is that there are enough synergies 
between the two companies—especially in terms of 
products and geographic presence—to justify the 26 
per cent premium the Tatas are paying Corus share- 
holders. In general, cherry-picking may work better for 
acquiring companies by filling up gaps in their strate- 
gic capabilities. If size were the only thing that mat- 
tered to shareholders, then General Motors and Ford 
would have long merged. 





No Quick Buck 


HE STOCK MARKET WATCHDOG, THE SECURITIES AND 

Exchange Board of India (SEBI), has plugged one 
more loophole in the primary market by mandating a 
one-year lock-in for venture capital firms, Indian and 
foreign, in any pre-IPO placements. SEBI had earlier 
smelt a rat in the discretionary allotment system, which 
it immediately replaced with proportionate allotment. 
But resourceful promoters figured out other ways to inc- 
rease valuations of their companies. One popular ploy 
of late was to bring on board a venture capital or pri- 
vate equity firm just ahead of the company going 
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public. Rather than serve a genuine financial need, 
such investments—in some cases—became an easy 
way of setting the floor price of an IPO that may or may 
not be reflective of the fundamentals of the company. 
All the big issues in the past, including АВС Shipyard, 
Suzlon, Sasken, IL&FS Investmart, Allsec, Gokuldas 
Exports, Shringar, India Bulls and Gateaway Distiparks 
had pre-iPo placements. An analysis of such IPOs shows 
that the offer price in the complex book building issues 
was getting fixed closer to or higher than the IPO 
placement price. This is not to suggest that the pro- 
moters and the venture investors were in cahoots in all 
the POs mentioned earlier. But it was evident even to 


_ SEBI that the trend was not a healthy one. After all, vcs 


are meant to stay invested for six to seven years before 
exiting a company, and not six to seven months. The 
guidelines for qualified institutional investors, especially 
foreign private equity players, have always mandated a 





minimum lock-in of one year. With the new ruling, vcs 
will also be required to stay invested for an extra year. 

Will sEB/'s latest diktat deter VCs and private equity 
investors? Unlikely. India's growth story is still robust 
enough to justify the type of long-term investing that this 
class of investors do. Indeed, there are millions of 
dollars being raised by them for investments in India. 
From the investor's point of view, this move would cer- 
tainly go a long way in correcting the distorted price dis- 
covery mechanism in the IPO market. 

Usually, small investors tend to get attracted by 
the presence of venture firms in a company tapping the 
market. Even in the secondary market, many investors 
take price guidance from the valuation benchmarks set 
by pre-IPO investors during the initial listing of the 
shares. Whatever may be SEBI’s provocation, it's a 
move that ensures there's now one less method of 
scamming the small investor. 





Needed: Soft Skills 


IFE HAS COME A FULL CIRCLE FOR 

India Inc. Time was when the cor- 
porate world (it wasn't called 
Corporate India or India Inc. then) 
was a closed, chummy circle of exec- 
utives who frequented the same clubs, 
played bridge in the evenings and golf 
on weekends. Entry into this charmed 
circle was, usually, restricted to those 
with the right backgrounds and social 
skills—this usually meant being born 
into the right family, having an edu- 
cation from some half-a-dozen public 
or convent schools and colleges in the 
metros and—this was especially true in 
the boxwallah companies of yore— 
the ability to hold one's drink. Issues 
like qualifications and merit did play 
their roles, but these were, in many cases, peripheral to 
the more essential social Ps and Qs. Several foreign-, 
mostly British-owned companies (not all of them were 
multinationals; a majority were Indian companies owned 
by foreigners) even had long *happy hours" on select days 
of the week when liquor was served free in the lunch 
room for expatriate and senior Indian executives. 

The march of socialism ended all that in the 70s. 
Over the next three-and-a-half decades, Indian busi- 
nessmen have built enterprises that are now confi- 
dently taking on the world. Indian companies now 
have managers, financial engineers, code jocks and 
others who are at par with the best in the world. This 
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Assimilation: A must for executives 


core competence is built on the back 
of merit. That is the base of the edifice 
called the Indian growth story. 

But as India Inc. goes global, it 
needs to build other, softer, compe- 
tencies as well. Executives across all 
levels will have to develop social 
skills that will enable them to assim- 
ilate themselves into alien societies. 
As Mohanbir Sawhney, McCormick 
Tribune Professor of Technology, 
Kellogg School of Management, says: 
“While Indian engineers are good 
at maintaining and testing software, 
it's about time they also learnt how 
to hold a glass of wine and swing a 
golf club. It will go a long way in 
building a global brand." It is a fact 
of life that executives in foreign companies taken 
over by Indian ones will have to learn Indian values 
and traditions. But as Indian companies buy up bigger, 
larger foreign counterparts, executives down the 
line—who actually make or break the process of op- 
erational and cultural integration—must also learn 
about the social graces of the countries they will 
have to deal with. It is, after all, much easier to bond 
with someone you walk down the fairway with every 
weekend, than with the person who sits in a cabin and 
barks out orders. The world of business, though not 
borderless, is increasingly becoming so. Cross-cul- 
tural assimilation, then, is the way forward. Ш 
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Xenophobia Inc? 


Are vested interests using national security as a 
shield to fight competition? BALAJI cHANDRAMOULI 


ing security issue was that in the energy domain. Financial dailies 

screamed about how public sector companies were aggressively 
scouring the earth to secure our future energy needs. However, the exit of 
Mani Shankar Aiyar from the petroleum ministry saw the demise of this 
zeal, as it also meant the exit of ONGC chief Subir Raha who led this thrust. 
And so, while global crude oil prices continued to soar, the pursuit for it 
was tempered with moderation—ONGC was reminded that its core busi- 
ness was not M&A activity, but that of exploring oil and gas. One of the rec- 
ommendations that played a role in the exit of Raha came from М.К. 
Narayanan, the head of the National Security Council (NSC). 

While the Nsc has helped tame one raging fire, it has lit another 
one—that of national security concerns and how several global cor- 
porates pose a threat to the sovereignty of the country. The Nsc has em- 
phatically argued that companies like Huawei (Chinese, managed by for- 
mer members of the Chinese Communist Party) and Orascom (a large 
telecom operator in Pakistan and Bangladesh, allegedly funded by 
late Palestine Liberation Organisation chief Yasser Arafat's camp) 
should not be doing business in the country. Not surprisingly, help for 
the foreigner comes from the country's Left parties. "Security consid- 


Th JUST ABOUT A FEW MONTHS AGO, IT APPEARED THAT THE MOST PRESS- 
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The fortnight's burning question. 


SECOND QUARTER 
RESULTS HAVE BEEN 
OUTSTANDING. THE BSE 
SENSEX IS FLIRTING 
WITH THE 13,000- 
MARK ONCE AGAIN. 
DOES IT MAKE SENSE 
TO BUY SENSEX 
STOCKS? 


No. U.R. Bhat, Managing 
Director, Dalton Capital Advisors 
Current valuations are stretched 
and it doesn't make sense for re- 
tail investors to buy Sensex 
stocks. They should follow a bot- 
tom-up approach and buy shares 
of companies with sound funda- 
mentals and fair valuations. 


Yes, Nilesh Shah, CIO, 
Prudential ICIC AMC 

For long-term investors with a 
time horizon of 5-10 years, buy- 
ing stocks at current levels is 
not a bad idea. With India and 
India Inc. on a growth trajec- 
tory, you will not be disap- 
pointed even if you buy stocks 
at current levels. 


and expectations on returns from 
the investment. One can't really 
recommend a one-size-fits-all 
kind of a strategy. 


COMPILED BY MAHESH NAYAK 


wp 


PINAKI PAUL 


erations are non-negotiable. However, restrictions should be 
area-specific and not country-specific,” says Sitaram Yechury, 
CPI(M) politburo member and Rajya Sabha Mr. The Left parties are 
lobbying for a Chinese company with operations in Pakistan to be 
allowed to execute a port contract in Kerala. 

Ironically, there is another issue on which help comes from 
the least expected quarters, the Left parties. The issue: blue collar 
labour from overseas. Defending Reliance’s move to hire Chinese 
workers to lay gas pipelines, Yechury says: “We would of course pre- 
fer our labour class to be used by the private sector. However, the 
sanctity of commercial contracts must be honoured. If Reliance has 
hired a Chinese company to build its pipelines, then surely, it must 
be given a free hand in hiring labour.” Even as this controversy rages 
on comes news that the Russian underworld is investing large sums 
of money in Goa through a string of front companies. 

Will the security issue be used by the private sector as a handle 
to restrict competition? That’s unlikely to happen. However, fears 


about domestic industry’s 
attempts to raise the barrier 
FOREIGN are not unfounded. Libera- 
INVESTMENT 
INFLOWS 







lisation of the Indian econ- 
omy in the early '90s did 
not turn out to be a one- 
way ticket. In 1998, the gov- 
ernment formulated a policy 
that made it mandatory for 
foreign players having a pres- 
ence in the country to take 
the government's and its do- 
mestic partner's approval be- 
fore embarking upon a who- 
lly-owned business. Press 
Note 18 cut both ways. 
While it proved to be an in- 
surance cover for those do- 
mestic corporates sprucing 
up their skills to compete in 
the global environment, it 
also made for rent seeking 
amongst the laggards. Indian 
corporates did use this instrument—the K.K. Modi Group de- 
layed Walt Disney's plans to enter the country; and Baron 
International resisted Chinese major TCL Electronics’ move to en- 
ter the domestic market on its own. These are but two illustrative 
examples from a much wider and exhaustive list. 

Last year, this norm was eased with a lighter provision—Press 
Note 1. That still does not deter domestic companies from taking 
refuge under it. The ongoing tussle between Modi Rubber and the 
us-based Guardian International highlights it. While the govern- 
ment’s approval for Guardian’s wholly-owned unit is a step in the 
right direction, the decision faced considerable resistance from en- 
trenched sections of Indian industry. 

Clearly, the ongoing globalisation process reinforces Darwin’s 
theory! 


2003-04 2004-05 2005-06" 
Figures are direct investment in $ million — *Provisional 
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Q&A 


“India Is Very 
Important To Us” 


р &. ADAMS, SENIOR VICE 
President of Engineering at the $9.3- 
billion (Rs 42,000-crore) aircraft en- 
gine maker Pratt & Whitney was in 
India recently. He spoke to &1's Rahul 
Sachitanand on a wide variety of sub- 
jects. Excerpts: 


Why is India important to Pratt & Whitney? 
We look at India as a key market for us 
and we've done very well here. In the 
commercial market, 75 per cent of all 
aircraft have our engines or one de- 
veloped by one of our Jvs. And given 
India’s high growth rates, we see it as a 
very key long-term strategic market. 


Do you have any plans of outsourcing 
work here? 

We see India as a key location in our 
global search for world class talent. 
But our biggest worry in India is the at- 
trition rate among engineers. 


What work do you do here? 

There is a broad span of work we do 
here, we have a six-year relation- 
ship with (Hyderabad-based engi- 
neering services provider) Infotech 
Enterprises. Then, we have over 550 
engineers at our two sites in Bang- 
alore and Hyderabad doing hi-tech, 
high-value design and analysis work 
in the gas turbine space. 


Will you step up your engagements with 
L&T and HAL? 

We will. We will do some design work 
and also undertake some production 
activity. For example, we are getting 
some tooling and some engine com- 
ponents from HAL. We are still in the 
early stages of this relationship. 
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Omega Boutiques: 

Mumbai: 

CR2 Mall, Nariman Point. 66550351 
Grand Hyatt Plaza, 

Santacruz East. 30602002. 
Bangalore: 41130611. 

Chennai: 42316336. 

Delhi: 41513255. 
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Mediclaim Rates Up 


P UBLIC SECTOR INSURANCE COMPANIES ARE TAKING A CLOSER LOOK AT 
their health insurance portfolios. Oriental Insurance Company (OIC) 
has increased premiums by 10-100 per cent for different age groups. 
Others like The New India Assurance Company, National Insurance 
Company and United India Insurance Company are expected to 
follow suit with similar hikes. Private insurers like ICICI Lombard al- 
ready charge much higher premiums than public sector companies. 

*OIC incurred a loss of Rs 160 crore on medical insurance last 
year. For every Rs 100 premium, oic pays Rs 120 by way of claims. 
That is obviously unsustainable," says a company official. 

Apart from hiking the premiums, the public sector companies, 
which have a combined market share of 70 per cent, are also tightening 
the terms of their medical policies. OIC has capped hospital room rents 
(which in some cases could be as much as 50 per cent of the total 
claims) to discourage policyholders from passing on unnecessary 
and unrealistic costs of rents to the insurers. Customers above the age 
of 45 will also have to compulsorily undergo check-ups at medical cen- 
tres identified by the company. 

This is only the start of a rationalisation process. "Premiums 
will rise further in future in line with costs. Health insurance is a com- 
mercial business, after all," said the official. 

KAPIL BAJAJ 


BIG IS NOT ALWAYS BETTER 


India's Big 2 car makers can give their international counterparts 
a run for their margins. 


OPERATING NET 
MARGINS MARGINS 
Maruti* 15.09 10.38 
Tata Motors ^ 8.62 6.60 
Toyota Motor Corporation ^ 9.09 5,75 
Ford Motor Company ^ (21.73 (0.56 
General Motors* (21.96 (20.12 







Source: Company data Figures in per cent 
*Quarter ended September 2006 

^ Quarter ended June 2006 

KUSHAN MITRA 
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CHENNAI 


HENNA! WILL SHORTLY BECOME THE 

first city in the world to be to- 
tally WiMAX-enabled, WiMAX, or 
Worldwide Interoperability for Micro- 
wave Access, technology allows wire- 
less internet access across large areas 
and even across entire cities, unlike 
Wi-Fi, which allows wireless access 
only within a smaller zone. 

Beta trials, carried out over the 
last 12 months, have been successful 
and the system is already functional in 
70 per cent of the city. “Over 200 





SMEs in Chennai are already using 
WiMAX,” says Ram Shinde, Business 
Head, Aircel Business Solutions, which 
is implementing the project. The re- 
maining 30 per cent will become op- 
erational within 90 days. “Internet 
access will be at market rates,” says 
Shinde, adding that Aircel's main 
competition will come from BSNL 
and MTNL, which have the last mile 
copper wires in place and so, do not 
need to use wireless connectivity. 
Says B.K. Jena, a scientist at the 
National Institute of Ocean 
Technology, who uses Aircel’s new 
service. “The WiMAX service is quite 
satisfactory at our institute and we get 
good support from Aircel.” By 2008, 
the company plans to deploy WiMAX 
across 44 cities including Delhi, 
Bangalore, Pune, Ahmedabad, 
Coimbatore and Hyderabad. 
NITYA VARADARAJAN 














EMBA Admissions Open 


Enable your best managers to earn a rigorous 
management qualification. Even as they work and 
contribute better to your company's growth. 


The Executive MBA program of Great Lakes is uniquely 
designed to combine the benefits of cross fertilisation of 
ideas, through interaction over two years with a peer group 
from varied industries/businesses. Off-campus assignments 
customise learning according to the needs of the individual 
and the sponsoring firm. 

Great Lakes holds an Academic Collaboration with Stuart 
Graduate School of Management, Research Collaboration 
with Yale University; Memorandum of Understanding 
(MOU) with Nanyang Technological University and IIT, 
Madras. The Executive MBA at Great Lakes is an intensive, 
advanced business administration program for executives, 
entrepreneurs and business leaders. The Executive MBA 
meets the needs of mid-career executives who are preparing 











Partnerships 
olla 


for senior management and it enhances the skills and 
effectiveness ofthe senior executives. 

Duration: Two years consisting of 6 residencies of two 
weeks each, interspersed with assignments/learning during 
off-campus period. 


Program Highlights: 
® Leadership development program 






Distinguished speaker series 
* Team project - consultancy study 


= 


Holistic theme based curriculum 


8 


Faculty from leading business schools in US and India 
5 Classes and accommodation at a beach resort in Chennai 
Rigorous off-campus period 
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All That Glitters... 


§ SPECULATIVE TRADING AT COMMODITY EXCHANGES PUSHING GOLD 
Tat of reach of retail buyers? According to the World Gold 
Council, the demand for gold in India fell 43 per cent year on year 
in the second quarter of the current calendar year. The price of gold 
jewellery during this festival season hovered in the range of Rs 
8,400-8,600 per 10 gram, about 25 per cent higher than the 
prices prevailing the corresponding period of last year. In October, 
international gold prices were in the range of $560 (Rs 25,760) to 
$600 (Rs 27,600) per ounce (about 31 gram), compared to $460- 
480 (Rs 21,160-22,080) per ounce in October, 2005. 

“Trading in the futures commodity exchanges—fuelled mainly 
by unaccounted black money—is pushing prices to artificially 
high levels," says Rohit Mahendru, a Delhi-based gold trader. 
Joseph Massey, Deputy MD, MCX Commodity Exchange, denies this. 
*The price discovery in the Indian market largely depends on 
global factors. Local trading doesn't play much of a role." 

Indian demand finally picked up this Diwali only when gold 
prices crashed to Rs 8,400-8,600 per 10 gram from Rs 11,000 ear- 
lier this year, but whether this trend will continue is anybody's guess. 

KAPIL BAJA] 








Adlabs Films—Big Radio Reliance ADAG 4 
Kal Radio — Sun TV 1 
South Asia ЕМ _ SunTV + 0 
ENIL-Radio Mirchi _ Тітеѕ Group _ 4 
Radio Mid Day—Radio One Mid Day Multimedia and BBC 4 
HT Music — HT Media and Virgin Radio 3 
MBPL—Radio City GW Capital (Ambit Group) 3 
Synergy Media Dainik Bhaskar Group 0 
Radio Today Broadcasting __ India Today Group ' 3 
Red FM Value Labs, Astro Broadcast and NDTV З 


In all, 245 licences have been granted to 37 companies in 90 cities. Most of these stations are expected to come up by the middle of next year 


Any player not starting the service by December next year will have its licence cancelled 
A: Population 2 million; B: between 1 and 2 million; C. between 0.3 and 1 million; and D: between 0.1 and 0.3 million 
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THANOL DEPOT PF 
depot price: Rs 39% 
alone should mean that « 
is alcohol to most of us, is the 
that most of us have been lookir 
But is that the case? Taxes on ethan, 
are significantly lower than those on” 
petrolI—16 per cent versus approxi- 


VHHIIN МУЛ! 


mately 50 per cent on petrol (de- - 
pending on the state). Yet, since the oil. 
marketing companies are selling petrol 
at a loss, any cost benefit of 10 per 
cent ethanol-blended petrol will mean 
a benefit of Rs 2-3 at the pump. So, 
the real benefit of ethanol-doped petrol 
will not accrue to the consumer, but 
the shareholder of the oil marketing 
companies—the government of India. 
KUSHAN. MITRA 


———————— С < TERE FEET a 


FM Radio Licences: Who Are The Players? 


KEY PLAYERS 


NO OF LICENCES GRANTED 
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(IF THE NEW DUAL-CORE INTEL” XEON® PROCESSOF 
WE'D BE LOOKING AT SOME SERIOUS ENDORSEMENT DEAL 


INTRODUCING THE DUAL-CORE INTEL” XEON” PROCESSOR FOR SERVERS. 


Up to 80% more performance per watt than the competition.* 20 leading performance benchmarks. 
Up to 60% faster with significantly lower energy consumption than the competition, All that 
and the best two-way platform for virtualization. intel’ Core” Microarchitecture. It's the future. Xeon 


Learnmoreat intel.com/apac/xeon. ge 


For more information on Dual-Core Intel” Xeon” Processor based server: Bangalore: Lampo Computers Pvt Ltd: 
Ph: 9342883644 Delhi: Electro-sales: Ph: 9810221221 SG Systems: Ph: 9811168724 Hyderabad: integra Systems: Pie 
66383128/ 9848030406 Kolkata: Diamond Infotech Private Ltd: Ph: 22317265/ 67/68 Suntronic Systems: Phone: Ph; 221374347 
35/36 Mumbai: Jay Kushal Exports: Ph: 9820061073 Ockam Infotech: Ph: 26731913/ 1971 SB Data: Ph: 23873702/ 9820220506 
Pune: Infinite Technology: Ph: 9370054549/ 9370054539 Logitech Systems (India) Pvt. Lid.: Ph: 9850958334. 
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TICKET SIZES ARE 





л” M t 
i Ж - 

(L-R) Wipro's Azim Premji, Infosys’ Nandan 

Nilekani & TCS’ S. Ramadorai 


Along with a near 50 per cent growth in 
business, India's top three IT vendors 
are also landing larger deals 






INFOSYS 
Deal Size Q2 '05 Q2 '06 
00 million Nil 2 


$90 million 1 3 








$80 million 1 2 

$70 million Z 6 

$60 million 4 8 

$50 million 6 12 
TCS 

Deal Size Q2'05 92 '06 
$50 million 6 15 
$20 million 28 32 
WIPRO 

Deal Size Q2'05 92 '06 
$20 million 26 35 


The company doesn't reveal $50 million deals 
owing to customer confidentiality norms 





VC Funds For SMEs 


ERE'S MORE PROOF OF THE RISING PROFILE OF INDIA INC. ON THE 
Fleas stage. Corporate finance companies and venture 
capitalists in the UK are lining up funds to help Indian companies 
acquire companies and assets in Britain. “VCs in the UK are visiting 
India looking for companies interested in acquiring businesses in 
that country,” says Alpesh Patel, founder of Tradermind, which 
is based in London and advises several such financiers in Britain. 
Patel is working with some Indian companies looking to acquire 
small UK companies. “We are looking at it as a growing area— 
small and medium Indian companies ac- 
quiring small UK companies.” This allows 
Indian companies to expand into newer 
markets and enables British companies to 
benefit from access to low-cost Indian inputs 
and raw materials. 

Adds Mark White, Head (Operations), 
UK, HBD Capital, a UK-based venture capital 
firm: “Financers in the UK are more confident 
about working with Indian companies with 
proven capabilities,” he says adding: “Uk- 
based financers are now ready to finance 
Indian companies in almost every sector.” 

NorthStar, a UK-based vc, has already launched two 
funds for this purpose and is actively scouting for opportu- 
nities in this country. 

This trend is a recent phenomenon and follows several 
high profile Indian or Indian-led acquisitions of large com- 
panies in the UK and Europe. The Tata Tea takeover of 
Tetley and the Apeejay Group’s acquisition of Typhoo first 
brought Indian companies on to the radar screens of these fin- 
anciers, but what really swung the pendulum decisively in 
their favour was L.N. Mittal's high profile hostile takeover of 
Arcelor and then Tata Steel's ongoing acquisition of Corus. 
The big fish have landed; the small fry will follow. 

AMIT MUKHERJEE 





10 Fastest Growing Economies 


GDP GROWTH GDP 
RATE (%)* 


COUNTRY 


($ Billion) ** 





COUNTRY 


GDP GROWTH GDP 
($ Billion)** 


RATE (%)* 





*World Development Indicators Database, World Bank, July 1, 2006 ** CIA World Factbook; 2005 N.A.: Not available 


BIG ECONOMIES: China (Data in table) India has a GDP of $785.47 billion and is growing at a real GDP growth rate of 8 per cent 
Hong Kong has a GDP of $177.72 billion and a real GDP growth rate of 7.30 per cent 
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i | Ü . The world is open for business. 






The Card is key. 


Take the world in your stride with Diners Club Cards. Apply now Li 









DINERS CLUB INTERNATIONAL CARD Enter Contest 
pend a minimum of Rs. 10,000 ar apply — — 

Гога Diners Club Card between October 1- December 31, 2006. 

SMS "OC FLY to 2484 and complete a slagan in TO words. 

Get ready to win 2 Club World business class tickets on British 

Airways to London with à 2 night stay at a 4* hotel. 


* No pre-set spending limit, enjoy. interest-free credit for 
50 days 












* Cash access across 1,000,000 Cirrus? 
ATMs around the world 











| 
+ Complimentary access to 88 airport lounges around the Offer valid until December 31, 2006 | 



















| world a ME C E к d 
| British Airways ticket in Clut rid, 

| DINERS CLUB BRITISH AIRWAYS CARD Specia | PY 2 British Airways ticket in Chub Wort 

| Offers get 2, nights free in London or 10,000 

| » Earn 2500 Bonus BA Miles on approval 4 fróm Bonus ВА Miles 

| » Earn2.5 ВА Miles for every Rs. 100 spent British | BUY a British Airways ticket in World 

J Airways Traveller, get a 50 GBP. shopping voucher | 
| » Access to 250 airport lounges ү QOO Bonus BA Miles | 
| : ب‎ / 


worldwide on reaching Executive Club Silver tler 





Acceptance in U.S,/Canada through our 


р i 
| Global acceptance | Diners Club Rewards | Free access exclusive MasterCard tie-up 


to Citibank Online | CitiAlert | 






iu 
| Card is асирин} | 
i st MarierCard 





To apply, call Toll-free at 1800-180-2484 or SMS 'DC APPLY' to 2484 
or visit www.citibank.com/india/dinersclub 
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TOP OF 
Playing With BSNL - 


„and the content is 
by i поа om 


Flight Simulator, and Diner jos EN will i be avai fable 


How is it different from other game sites: It’s differ 
game sites is not yet known as BSNL is still wo 


Who else: Airte 


EN AGRAWAL 





Now, Dual Phones 


What is it: The T66 is a phone that operate on both GSM and CDMA networks. 


Who has it: Reliance Communications is the first operator to offer the handset. 
in fact, after China Unicom, Reliance is only the second company in the 
world to offer such a service. 


Why: Reliance is saddled with a legacy that includes GSM networks in 
places such as Himachal Pradesh, West Bengal, Madhya Pradesh 

and the North East. Users in these circles could not roam ; 
into and out of Reliance CDMA networks and the 
phone will help as the company migrates from CDMA 
to GSM across the country. 


What other features does it have: Well, this is a 
fairly high-end handset with a 1.3 megapixel camera, 
two 2.6 inch colour screens and other toys. 

How much does it cost: Reliance has not officially 


launched the phone as yet, but expect it to be in 
the Rs 10,000 price band. | 
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yesterday's news can't be tomorrow's too? 


Elettra Rossellini Wiedemann, model. 
She travels with Vintage, 


the contemporary retro collection. 


* New Delhi - Connaught Place - Outer circl 23312097 * Chandigarh - Sec 17 Tel: 2703900 • Kolkatta - Park stree 
Tel: 30601018 & Atria Mall Tel: 2481 3404, e - Garuda mall Tel: 66141006 * Chennai - Spencer Plaza Tel: 42 
"s \ M ү 


samsoniteblacklabeLcom 


t Tel: 32951045 * Mumbai - Grand Hyatt Hotel 
)37088 • Hyderabad - Banjara Hills Tek 66465712 
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р W ATC H A bird's eye view of what's hot and what's 
T not on the government's policy radar. 


SEMICONDUCTOR POLICY ON THE ANVIL | 
x x AFTER MONTHS OF LONG WAIT SINCE 
Luring the investor finance minister P. Chidambaram | 
announced it first in February in his 
budget speech, there is finally some 
action on ground on the semicon- | 
ductor policy. 
Tax concessions for the semincon- | 
ductor industry are finally round the | 
corner. It is learnt that the Finance 
Ministry has agreed to give semiconductor facilities SEZ-like benefits. The 
Cenvat rate, for one, for these facilities has been fixed at the lower rate of 4 | 
‚ per cent. These units will also be given depreciation benefits of 33 per cent 
for three consecutive years, with unlimited loss-carry forward facility. Also, | 
the timeline for fabrication facilities to become positive net earner of foreign | 
exchange would be 10 years instead of five years for SEZs, keeping in mind | 
the longer gestation period in the business. 

So, who are all waiting for the policy? SemIndia, which had earlier lined 
up an investment of $3 billion (Rs 13,800 crore), but later toned it down toa 
few hundred million towards R&D and packaging for the time being; other 
majors include Intel, Texas Instruments, ST Microelectronics and Freescale. 
Clearly, the policy has got to be good enough to check competition from 
China and Vietnam. 





SHALEEN AGRAWAL | 





RULES TO CHECK DRUG'SIDE-EFFECTS' 
PHARMA COMPANIES THAT HAVE BEEN RAKING IN GOOD MONEY AMIDST LOOSE | 
laws are likely to be in for a rude shock. The new drug policy in the offing, | 
Drug (Price Regulation & Control) Bill 2006, will come down heavily on | 
pharma companies that have been evading the drug price control rules by | 
marginally distorting formulations of drugs. | 
The move comes in the wake of the prevalent practice of several compa- | 
nies to alter the composition of drugs sold under a brand name, simply to | 
avoid the price regulatory list. The government is also proposing to vest itself 
with the overriding powers to enforce price controls on any category of | 
drugs, even on those imported from abroad. 
Medicines for medicine suppliers. 








AMIT MUKHERJEE | 


RESERVATION IN BUSINESS DEALS! | 
‘RESERVATION’ MIGHT JUST GET ANOTHER BOOSTER DOSE. A CABINET PANEL | 
headed by Ram Vilas Paswan has recommended that 30 per cent of pur- | 
chases made by the Central government should be sourced from entrepre- 
neurs belonging to the Scheduled Caste/Scheduled Tribe segment. 

The recommendation might face resistance from the industry yet again | 
—recently, the industry put its foot down on the idea of reservation of jobs in 
the private sector. 





AMIT MUKHERJEE 
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UTLU = FEC Т! 





AIR CONDITIONING 





ниге, the finest 


4 





С] к P @ «« INVERTER 


Energy Precise Indoor Auto Eco-friendly Super 
Saving Temperature Air Quality Diagnosis Refrigerant Quiet 
Toshiba, the pioneers of energy saving Inverter Technology introduces the residential and commercial range of air conditioners 


The finest and futuristic Inverter Technology is what makes Toshiba air conditioners so very 'future perfect 


Expertech Team: Ahmedabad: Sunil 9825038462, Bangalore: Snehal 9880212369, Bihar: Ravi 9431015957. Chandigarh: Rajneesh 
9815539717, Chennai & Kochi: Sajith 9840921337, Delhi: Sachit 9818239392, Goa: Nitish 9850036109, Hyderabad: Ravindra 9849475690, 
Indore: Sajal 9329463520, Jaipur: Sanjiv 9829011192, Kolkatta: Anirban 9831054543, Mumbai: Saju 9820316058, Pune: Akshay 
9423580224, Surat: Ketan 9825500149, UP East: Dinesh 9335964668, UP West: Akhilesh 9818350190. 


website: www.carrierindia.com email: info.toshiba@carrier.utc.com 





IMAG САЛИЕВ Т 


THE NEW SIYARAM S 


As the new generation propels India forward, we are moving. 
ahead with the times. Our new identity encapsulates a young.and 
restless. energy to take on the future. As also our vision to. move. 
beyond being producers of fabric to claiming a stake on the higher 


ground of fashion. 


The spirit of new India is embodied by Dhoni, an achiever whose 


time has come. So come home to a new india. 


COME HOME TO FASHION. 


ШШ FABRIC TO FASHION 
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BUDDHADEB BHATTACHARJEE 
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Bhattacharjee: Sole voice of reason in the Left 


EST BENGAL CHIEF MINISTER BUDDHADEB 

Bhattacharjee is emerging as the sole voice of 
reason among the country's Left leaders. The latest 
proof: his opposition to the introduction of trade 
unions in his state's fledgling IT industry. Even as 
the CPI(M)'s labour wing, the Centre for Indian 
Trade Unions (CITU), gets ready to launch the 
West Bengal Information Technology Services 


Association on November 14, Bhattacharjee, is dis- _ 


tancing himself from the move. "I am in touch with 
the senior IT executives to remove any appre- 
hensions they may have," he says. | 
It's falling into a pattern. Bhattacharjee pro- 
poses, his party disposes, but the Left Front gov- 
ernment still (usually) goes ahead and carries out his 
wishes. The disagreement with his party over the IT 
sector is the latest in a long list of stand-offs. 
Bhattacharjee, who has become a poster boy for eco- 
nomic reforms, has had to take on powerful local 
leaders over his decision to allot 1,000 acres of farm- 
land to the Tata Group for its Rs 1-lakh car venture. 
Then, he embarrassed his party's leadership by 
publicly declaring that he wanted private sector 
participation in the modernisation of Kolkata’s Netaji 
Subhash Chandra Bose International; he also sparked 
off an ideological debate in Left circles when he in- 
vited Indonesia’s Salim Group to invest in the state. 
Bhattacharjee's commitment to reforms and, 
indeed, the extent of his writ over the state he rules 
will be put to the acid test on December 14, when 
the Left Front has called a Bharat Bandh. 
Bhattacharjee ducks the issue. “See what happens 
on that day,” he says. India Inc. will be all eyes. 
RITWIK MUKHERJEE 
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NUMBERS OF NOTE \ 


22. 1 5%. The proportion of people living below 
poverty line in 2004-05 compared to 26.09 per 
cent in 1999-2000, according to the National 
Sample Survey Organisation 


400,000. The number of engineers India 


produces every year 


$78 billion (Rs 3,58,800 crore): The amount 

Airbus needs to break even on its A380 superjumbo 

project. The A380 has a list price of about $300 

million (Rs 1,380 crore). The Toulouse-based 

company has so far sold 159 of this double-decker 

aircraft in the six years since its official launch f 


$90 billion (Rs 4,14,000 crore): The amount 
US citizens spend every year on obesity-related 
healthcare, according to University of 

Pennsylvania researcher Adam Gilden Tsai 


$20 billion (Rs 92,000 crore): The current 
two-way trade between India and EU 


66, 1 50: The total number of employees at 
Infosys at the end of September, 2006, compared 
to 46,196 in September, 2005 


$3.6 billion (Rs 16,560 crore): Chinese 
software exports in 2005, a rise of 28 per cent 
year-on-year 


2 billion: The number of cups of coffee drunk è 
every day worldwide. In terms of being a world 
commodity, coffee is second only to oil 


Rs 300 crore: The sales target set by Godrej 
Appliances for this festive season. The corresponding 
figures for Videocon Industries, LG Electronics and 
Samsung are Rs 500 crore, Rs 2,500 crore and 

Rs 850 crore, respectively 


$21.9 billion (Rs 1,00,740 crore): The amount 
the Industrial & Commercial Bank of China aims to raise 
through the world's biggest IPO 
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68 million: The number of 
iPod users worldwide. The iPod 
was launched on October 23 five 
years ago, and now has a 72 per 
cent share of the US portable 
MP3 player market 








We are the No. 1 European airline in India. Along 
with our new partner SWISS enjoy an enhanced 
worldwide network: r a choice of 52 flights 
from Delhi, Mumbai, В lore, Chennai, Hyderabad 
and Kolkata to our three European hubs at Frankfurt, 
Munich & Zurich. Take quick connections to anywhere 


Flying from 6 metros in India. 





Offering the best connections to Europe and USA. 


Experience homecoming at the speed of thought. 


There’s no better way to fly. 
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СИ 10 Richest Indians 


Reliance The stock markets are again trading near their all-time highs. 

Petroleum UUE TA А Аа 65 

a look at the men at the top of the totem pole. MAHESH NAYAK 
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45.4% Bharti 


Rs 42.810 Cr 








Sun 
Pharmaceutical 
Industries Q 
NIIT 
Rs 11,796 Cr. network D 
Figures include holdings by promoter families and associate Net worth of promoters on the basis of share prices as on October 23, 2006 


The ASEAN-5 CHALLENGE 


Asean-5, comprising Indonesia, Malaysia, the Philippines, Singapore and Thailand, poses a significant challenge to India and China 


ASEAN-5 market size in perspective GDP per capita (2005) 
ay 26,253 


9,110 


1111 | 2563 4 462 


Malaysia Philippines Singapore Thailand China 





Maharashtra Scooters - 


Rs M e Cr 


Bajaj Auto Finance 


Asean-5, the oldest and most closely-knit grouping of countries 
in Asia, is a region of promising potential. It is an attractive 
alternative destination for business, trade and in vesti nent with 
a combined economic size of $750 billion, comparable to India 
and a total population of 420 million people, not sig fice antly 
lower than the EU-25. Its per capita income is around $] ‚800 
Slightly higher than China and more than double that of India 


Economic growth since the financial crisis of 1997 has picked 

up significantly. ASEAN-5's annual GDP growth averaged almost 
5 per cent during 2000-05, not far behind India’s 6.3 per cent 

and is among the brightest spots in the emerging market world 
The ан offers attractive labour costs, and has comparative 
advantages in sectors such as electronics and automobiles 
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"[ndian engineers are good at maintaining and 
testing software, but it's about time they also 
learnt how to hold a glass of wine and swing 
a golf club. It will go a long way in building a 
global brand" 


Mohanbir Sawhney, McCormick Tribune Professor of Technology, 
Kellogg Scbool of Management, in The Economic Times 


“We don't need to learn lessons from China 
any more, because the main lesson was 
outward-orientation. We should concentrate 
on the additional reforms needed to reduce 
trade barriers" 


Jagdish Bhagwati, Professor of Economics and Law, Columbia 
University, in The Times of India 


“I did something that challenged the banking 
world. Conventional banks look for the rich; 


we look for the absolutely poor" 
Muhammad Yunus, winner of the 2006 Nobel Peace Prize, in Time 


"There's a disconnect between what is 
available and what is in demand—our 
universities are still pumping out 
programmers and less than 20 per cent 
of the industry is now programming" 


Edward Mandla, Director, Smartforce Solutions, Australia, on the shortage 
of new hires with soft skills in China and India, in BusinessWeek 


“India is now the greatest market share 
success story for HP globally” 


Christopher Morgan, Senior VP, HP's imaging and printing business, in 
The Hindustan Times 


“Those who know me won't be surprised 
that (a radical shift in strategy) is not 
going to happen" 


Indra Nooyi, PepsiCo's new CEO, to Reuters 


“I believe the Indian media and entertainment 
industry is heading for exponential growth and 
all we need is to cash in on the growth potential 
and not let go of the opportunities" 

Deepak Kapoor, Partner, PricewaterbouseCoopers, in BBC online 


“If we can unleash the energies of India, not 
only in cities like Mumbai alone, but in tier-II 
and tier-III cities, we can become what we aspire 
to become, the fastest growing economy" 

P. Chidambaram, Union Finance Minister, in PTI 


NOVEMBER 19 2006 BUSINESS TODAY 35 


caia Ln n om is 


ae nM 


TWO RN 


“т, с, MMC WM HEUS 


bt noted 


ANNOUNCED: By 
1 Indian Railways, the 
launch of the sec- 
ond Palace on 
Wheels train with 
more luxuries and 
facilities. This will 
make it the most expensive train in 
Rajasthan. The 21-coach train will 
have special suites, foreign exchange 
counters, exclusive kitchens, mini bars, 
gym and steam bath facilities and a 
conference hall. 





RECORDED: By India, a 37 per 
cent rise in merchandise exports in 
the first half of the current finan- 
cial year, to $59.3 billion (Rs 
2,72,780 crore), compared to $43.2 
billion (Rs 1,98,720 crore) in the 
corresponding period the previous 
year. Imports grew 32 per cent to 
$83.9 billion (Rs 3,85,940 crore) 
against $63.5 billion (Rs 2,92,100 
crore) in the first half of 2005-06. 


LAUNCHED: By MTNL, the One India 
plan that offers STD rates of Re 1 per 
minute; the rental: Rs 180. The One 
India tariff will be applicable through- 
out the day and does away with the 
system of peak and off-peak charges 
that is now in vogue. Local calls will 
also cost less. Local calls to other 
MTNL phones will cost Re 1 per 180 


BOOM IN RELOCATION SERVICES 
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seconds. But those made to phones of 
other service providers will continue 
to cost Re 1 per minute. 


REJECTED: By a US court, Ranbaxy's 
bid to revive the Lipitor case. The Indian 
pharma giant's attempt to bust Pfizer's 
monopoly over its cholesterol-lowering 
pill, Lipitor, has suffered a major setback 
following a US court's decision not to 
rehear Ranbaxy's case challenging 
Pfizer's patent. Lipitor is the world's 
largest selling drug. 


SOLD: By the 
Aditya Birla Group 
a 25 per cent stake 
in Idea Cellular to 
Providence Equity 
Partners, Chrys- 
Capital, Citigroup 
and TA Associates. The deal, which 
will bring the Aditya Birla Group's 
holding in Idea down to around 73 
per cent from 98.3 per cent, is bel- 
ieved to be worth over $550 million 
(Rs 2,530 crore). 


CLEARED: By the commerce min- 
istry's Board of Approvals 46 more 
Special Economic Zones. Seventeen of 
these are IT-related. This takes the 
number of SEZs approved to 236. 
Another 169 such SEZs have rec- 
eived in-principle approvals. 
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HE PAWAN RUIA GROUP-OWNED 
Г» India proposes to roll 

out tyres from its Sahagunj unit 
near Kolkata from October 31. 
“Dunlop still has a strong brand recall. 
There's a huge demand both in the 
OE and replacement market (the 
Indian tyre market is clocking a CAGR 
of 8 per cent) and we've received 
enquiries from both the domestic 
and the export markets," says P.K. 
Ruia, Chairman of the company. 

The Sahagunj plant in West 
Bengal, which has been shut for eight 
years, has now been spruced up and 
refurbished, and will begin operations 
with 1,200 workers. When it downed 
shutters, it had 2,700 workers; some 
of them have died or have gone past 
the retirement age. Ranjit Guha 
Neogy, President of the INTUC-affili- 
ated employees union, has no com- 
plaints. "We are extremely happy that 
the plant is reopening after so many 
years," he says. 

Dunlop India now has an entirely 
new executive team led by Samir K. 
Paul, former MD of Falcon Tyres. “We 
hope to touch an output level of 90 
tonne/day at each of the two plants 
(the other plant is in Ambattur in 
Tamil Nadu) soon, and have set a 
reasonable turnover target of Rs 350 
crore for the current financial year," 
says Ruia. Dunlop is also eyeing acq- 
uisitions in India and abroad. 

RITWIK MUKHERJEE 
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Bosch 


Technologies that 
clean, safe and ec 


Bosch innovation. Being the world leader in automotive technology 
places a special responsibility on Bosch. Worldwide, Bosch works 
towards a better world by lowering exhaust emissions, increasing 
road safety, and making vehicles economical to run. 


In India this commitment has been widely recognised by reputed 
industry bodies and professional institutions. Among many other 
awards, Bosch is the winner of the Auto Component Manufacturer 
ofthe Year, the Safety and Technology Award, and most recently the 
Corporate Excellence Award. A testimony to the spirit of innovation 
at Bosch. www.boschindia.com 








clean | safe | economical 


Invented for life 





The new Audi О7. 
Vorsprung durch Technik. 


Island City Motors Private Limited 


Champion Seals Compound, 15-Parsi Panchayat Road, 


Andheri East, Mumbai 400 069, India 
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A new dawn of power — the Audi permanent all-wheel 
drive called quattro. This unique quattro system 
distributes power continuously between the front and 
rear axles. On slippery roads, quattro means better 


Euro Motors Private Limited 
26, Okhla Industrial Estate, Phase - III 
New Delhi 110 020, India 


Tal: 11 ANKINANN Email infaMaiudidalhi eam 





Vorsprung durch Technik 


How does a leader 
become a champion? 


traction and a safer ride. The Audi permanent all-wheel 
drive quattro has been setting standards on the 
world’s roads for over 25 years. Qualities that make 
the Audi Q7 a real performance SUV. 


Jubilant Enpro Private Limited Audi Call Centre 
Survey No. 6/1, Beratana Agrahara, Tel: 1800 11 2834 or 011 26153889 
15th K.M. Hosur Main Road, Bangalore 560 100, India Email: info@audi.co.in 
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Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian Wes 
companies in India and abroad. Our partner: global professional services б 
firm Ernst & Young. Here аге the deals that were struck іп October 2006. 















Deal Particulars: in the biggest overseas acquisition by an Indian company, Tata 
Steel, the largest Indian private sector steel-maker, has bid around $8 billion for the Anglo Dutch 
steel-maker, Corus. 








— The acquisition of Corus' 18.2 million tonne capacity will propel the Tata Steel-Corus combine 
DEALTR AC KER to the 5th position in the world steel industry. According to the International Iron and Steel 
TAS Institute, Tata Steel was ranked 56th and Corus was ranked 9th їп 2005. 
| Tata Steel has offered 455 pence in cash for each equity share of Corus, giving the latter ап 
enterprise value of £4.3 billion. On that basis, the price represents-a multiple of approximately 
7.9 times underlying EBITDA from continuing operations for the 12 months to July 1, 2006, 
and a multiple of approximately 5.4 times underlying EBITDA from operations for the year 
ended December 31, 2005. 
TATA impact Analysis: The acquisition of Corus will provide Tata Steel with a strong entry into Fe 
| the developed European markets. The Tata Steel-Corus combination will have.an attractive 
DEAL OF THE MONTH growth platform in Asia and Europe and strong market positions in the automotive, construction 
and packaging industries. 
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The Nilgiri Dairy Farm _ э Retail Investment 300 —— 65% 
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Sandesh — 0 _ Media investment 
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Geojit F it Financial Services Investment 
BigShare Services — mE 
Kapstone Construction | 
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*includes only M&As, orivate mw and ‘hand sale transactions 


















Ernst & Young is a leading M&A advisor in India, While every care has been taken to compile this data, it is based on media reports, company 
announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 
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MAN Trucks. 
The new Force in India. 


MAN is one of the leading commercial vehicle manufacturers, with pioneering 
solutions in every truck class. Since Rudolf Diesel developed the world’s first diesel 
engine at MAN, MAN Trucks have stood for top performance in terms of reliability, 
payload and consumption. German Engineering at its best on the way to India 
MAN - a strong partner in the joint venture with FORCE MOTORS Ltd 

MAN Trucks - A Company of the MAN Group 


Mumbai-Pune Road, Akurdi, Pune - 411 035, INDIA. 











INDIA'S GROWTH STORY CONTINUES. 


The Indian economy is on a roll. Several multinationals Have been pl acing large bets on India 


to take advantage of the shifting global economic dynamics, India will have 116million 


INDEX 
workers in 20-24 age bracket by 2013 compared to China's 94 million, according to the 
Bulls on rampage. International Labour Organization. 
BT 50 The Smallest BRIC Economy In Te 
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It took Guglielmo Marconi | 

about 2 years of research 

but 

just 1 second to transmit the first wireless 








At Sel re | leters, 


| Itistothis one second that we are grateful. Butitisthe years of research and hard work that yield this one second. We at 


sincerely believe in this. For this reason we have dedicated a team of more than 350 persons to the research a 10 develope 
in the field of energy management and innovative metering solutions that meet the needs of the growing power industry. 





* Largest metering R&D team in the world * Four R&D centers of excellence . : 
* Four world class manufacturing facilities * Largest exporter of metering products from India ^ 
* Serving customers in forty countries 





The Power of Innovation 


Head Office: P O. Box No. 30, Pratapnagar industrial Area, Udaipur - 313003, INDIA 
E-mail: mktg@securemeters.com: Website: www.securemeters.com 
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French Connection 


By buying Kanbay, Capgemini beefs up its offshore play. Т.У. MAHALINGAM 


T'S A POSTER FOR GLOBALIS- 
tion and the growing im- 
portance of India in global 
outsourcing. When Paris- 
based IT consultancy 
Capgemini announced that it was 
buying American technology serv- 
ices group Kanbay International 
for $1.25 billion, industry experts 
knew the driver for the deal was lo- 
cated in another continent, in India. 
In one stroke, Capgemini has be- 
come India’s third largest IT MNC 
employer (excluding BPO head- 
count) by taking over 5,000 
Kanbay employees in India. Only 
IBM with 20,000 employees and 
Accenture with 12,500 employees 
are ahead of Capgemini, which 
will have 12,000 employees by the 
end of the year. The Kanbay ac- 
quisition has also helped the French 
major leapfrog over EDS, which af- 
ter its MphasiS acquisition has 
9,000 тт services employees. 
What’s more interesting is that 
in terms of percentage of total 
employees, Capgemini will rule 
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Capgemini's Rao: Racing ahead 


THE INBOUND ACTION 


Global IT firms are acquiring their Indian counterparts. 






the pack with nearly 16 per cent of 
its global workforce in India, ahead 
of IBM (11 per cent), Accenture 
(11 per cent) and EDs (8 per cent). 
“With this acquisition, Capgemini 
India becomes the second largest 
entity within the company. Only 
France with 18,000 employees is 
ahead. By 2010, we will have a 
reach of 35,000 employees in 
India, making us the largest entity 
in the company,” says Baru Rao, 
CEO, Capgemini India. However, it 
must be said that the Us giants are 
much larger on a global scale, with 
Accenture having a total work- 
force of 1.4 lakh all over the world, 
and eps a little over 1.17 lakh. 
But the Capgemini-Kanbay deal 
isn’t just about headcounts. “First, 
financial services and the us markets 
are two areas where Capgemini 
needs to develop its project services 
and application management. 
Kanbay has a presence in both these 
areas. Secondly, Capgemini beco- 
mes a significant player in India 
and pulls well ahead of its 


YEAR ACQUIRER TARGET COMPANY SIZE OF DEAL DETAILS 

20004 IBM Daksh e-Services $170 million IBM increases India BPO offshore base 

2006 EDS - MphasiS BFL $380 million EDS acquired 52% in MphasiS BFL; increases BPO and services base in India 
ay : EDS has recently made another open offer worth around $150 million, 
A which, if accepted, will take its stake subsequently to 7275 

2006 Capgemini Капбау $1.25 billion The buyout increases offshore presence in addition to getting in blue chip 


clients such as HSBC and Morgan Stanley 
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European peers in offshore provi- 


“sion,” says Douglas Hayward, Senior 


PINAKI PAUL 


Analyst at IT advisory firm Ovum. In 
addition, Capgemini also ropes in 
two key clients, HSBC and Morgan 
Stanley, from whom Kanbay earned 
34 per cent and 11.6 per cent of 
its revenues, respectively, in 2005. 
This deal is also a landmark of 
sorts for the Indian outsourcing 
industry. “This is the first case of a 
European major in the IT consulting 
and outsourcing space making a 
large acquisition of a firm with a sig- 
nificant India presence,” says Ravi 
Shankar, Director, UBS Securities, 
which was the advisor to Kanbay 
for the deal. Industry experts contend 
that even though there is a lot of 
interest from Europe, acquisitions in 
India are easier said than done. 
“Most European IT services org- 
anisations are playing with the idea 
of making an acquisition in India, 
whether it’s in IT services or in 
R&D/product engineering services. 
Yet, considering the market caps of 


Ticket To The Top 10 


With Kanbay in the bag, 
Capgemini pole-vaults into the 
top 10 IT/ITeS club. 
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the main players, most European 


» 


firms have favoured organic growth, 
says Paris-based Dominique Raviart, 
Senior Analyst, Ovum. Even in the 
Capgemini-Kanbay acquisition, 
analysts agree that although the 
deal makes sound strategic sense, it's 
nevertheless a costly one. Capgemini 
is paying $29 per share in cash, 
representing a premium of 15.9 per 
cent to Kanbay's closing price on 
October 25 and roughly three times 
Kanbay's 2006 revenues. 

"Despite all the talk about talent 
shortage in India, it's still easier to 
hire a few hundred people and train 
them here rather than look at costly 
acquisitions. Moreover, outsourcing 
is largely mainstream in the UK and 


is just about getting mainstream in 
continental Europe," says Siddharth 
Pai, Partner at global outsourcing 
advisors TPI. Nevertheless, industry 
watchers do not rule out acquisi- 
tions by European majors in the 
near future. But Raviart cautions 
that another European major Atos 
Origin, despite its stated intention to 
grow in India, has struggled to find 
the right acquisition target. *Logica- 
CMG (based in the UK), meanwhile, 
needs to go through a digestion pe- 
riod after the purchases of Unilog 
(France) and WM-Data (Sweden),” 
Raviart adds. Capgemini's India 
moves, however, might force the 
European outsourcing majors to 
bite off some more. 
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гое ИОА 
Merger ог 
Acquisition? 


Does a reverse merger or a 
predator await HDFC Bank? 


T’S A BANK WHICH DALAL STREET 

likes most, which is reflected 
in its price-earnings multiple (P-E) 
of 34, as against the industry P-E 
of roughly 20. If HDFC Bank en- 
joys such rich valuations, there 
are ample reasons for such in- 
vestor interest: Its spreads are 
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tively holds 12.7 per cent in the 
parent, which in turn holds 20 
per cent of HDFC Bank's equity, 
adds fuel to the possibility of such 
a transaction taking place. “HDFC 
Bank is clearly seen as a bank in 
play,” says the CEO of a rival pri- 
vate sector bank. 

Insiders at both the bank and 
the housing finance major vehe- 
mently rubbish the chances of an 
HDFC-HDFC Bank merger taking 
place, although the latest trigger 
for such speculation last fortnight 
was a spate of 're-designations and 





one of the highest in the industry, 
and its non-performing assets 
(NPAs) amongst the lowest. There 
are also a couple of factors far 
removed from HDFC Bank's fun- 
damentals that may be influencing 
the private bank's high P-E: One 
of them is that rumour that re- 
fuses to die: Ever since ICICI Ltd 
and icici Bank announced a 
mega-merger five years back, 
Dalal Street has been speculating 
a reverse merger of HDFC Bank 
with its parent, the home finance 
giant HDFC Ltd. The other rea- 
son for the run-up in HDFC Bank's 
valuation is its status as a potential 
target for acquisition by a for- 
eign bank post-2008, once (or 
should that be if) norms are re- 
laxed to allow for such consoli- 
dation. That Citigroup collec- 
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salary revisions' at the 10-year-old 
bank. “A merger doesn't make any 
sense if there is no forbearance in 
the CRR (cash-reserve ratio), SLR 
(statutory liquidity ratio) and priority 
sector lending requirements," says 
a source in HDFC, Analysts watching 
the bank, however, make a strong 
case for such a union, but only if RBI 
doles out such concessions. 

If a merger does take place, 
HDFC, with a balance sheet size of 
Rs 56, 496 crore, will have to com- 
ply with requirements of CRR at 5 
per cent, SLR at 25 per cent and 
also priority sector advances at 40 
per cent. In fact, the entire balance 
sheet of the 29-year-old financial 
conglomerate will come under the 
scrutiny of banking regulations if 
a merger is proposed. And then, as 
the source adds, *we will also have 


TOTTI тосттор‏ ^ کے 


to comply with RBI's rules for realty 
advances for banks”. 

Analysts conjecture that if the 
merger doesn’t take place, an ac- 
quisition might just go through post- 
2008, and Citigroup might just be 
the predator. Other than a stake in 
the bank, HDFC also has securities 
and insurance (life and non-life) 
subsidiaries. In fact, even before 
2008, Citi could purchase more 
shares in HDFC (perhaps till just be- 
low the 15 per cent threshold, at 
which an open offer is triggered) as 
guidelines do not prohibit a foreign 
bank from acquiring a non-bank- 
ing finance company. With possi- 
bilities galore, the ball is indeed in 
the court of RBI Governor V.Y. 
Reddy. If Reddy makes encouraging 
noises about making the HDFC 
Group a universal banking behe- 
moth and accompanies those noises 
with a relaxation in the stringent 
SLR requirements, a merger might 
just materialise after all. 

ANAND ADHIKARI 





Binge 
Investing 


VCs and PE firms are mopping 
up stakes of listed companies. 


NTREPRENEUR NURTURES START- 

up, venture capitalist (УС) en- 
ters to fund start-up, start-up lists on 
stock exchanges, venture capitalist 
and entrepreneur—not necessarily 
start-up—live happily ever after. 
That may be a typical pattern of 
how the relationship between a pro- 
moter of business and a venture 
capitalist flourishes, but there are 
always variations to the plot. Like, 
for instance, the recent trend of 
venture capitalist and private eq- 
uity (PE) players acquiring stakes in 
companies already listed. As on 
September 30, the holdings of 


| An enchanting fortress. A maharaja s palace. 


And a chance to play queen. 
Give your kids a fairytale holiday. 





Do things you never could do with your family; сате! safaris, boat cruises, bird watching, fi hing, snorkelling and much more 
In locations as captivating as a maharaja's palace in Rajasthan, a 16th century Portuguese fort in Goa, an idyllic retreat in the 
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venture capitalists and РЕ firms of 
over 1 per cent via the secondary 
market had crossed Rs 4,000 crore. 

Says M. Shankar Narayanan, 
Managing Director, The Carlyle 
Group, a private equity major: 
“In India, companies pre-maturely 
go public. We feel many of these 
listed companies have still not 
grown to their potential and our 
investment and relationships across 
the globe could provide true value 
to these companies and act as cat- 
alysts for more profitability. It’s 
a win-win situation for both.” 
Over the past three-four months, 
there has been a spate of such 
“win-win situations”. Actis (spun 
out of CDC Capital) bought a 14 
per cent stake in listed entity 
Phoenix Lamps for $9.5 million, 
and ChrysCapital bought 4.7 per 
cent stake in Centurion Bank of 


Punjab for $30 million. ICICI © 


Venture Funds bought a 7.5 per 
cent stake in Action Construction 
Equipment. Citigroup Venture 
Partners bought a 4.5 per cent 
stake in Elder Pharma. Similarly, 
Vinod Khosla's venture fund, 
Khosla Ventures, bought 10 per 
cent in Praj Industries at $26 mil- 
lion and Anil Ambani's Reliance 
Capital Partners bought 14.55 
per cent for $10 million in 
Maxwell Industries. 

What may hasten the process 
of venture capitalists taking the 
secondary market route are re- 
cent guidelines from the Securities 
& Exchange Board of India (SEBI) 


THE LISTED ATTRACTIONS 


VENTURE CAPITALIST HOLDING 
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Idea Cellular offloads a shade under a quarter of its equity. 
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К.М. Birla: Coming soon with an IPO 


HE AV BIRLA GROUP-OWNED 

Idea Cellular is readying itself 
for a busy period. It has just con- 
cluded a sale of 24 per cent equity 
in the GSM major to Providence 
Equity Partners, ChrysCapital, 
Citigroup and TA Associates. While 
no official numbers have been 
forthcoming, it is gathered that 
Providence will hold approxim- 
ately 15 per cent, Citigroup’s share 
will be just about 1 per cent, while 
the rest will be spilt almost equally 
between ChrysCapital and TA Ass- 
ociates. It is gathered that the total 
size of the deal is close to Rs 2,900 


that make a one-year lock-in of 
venture capitalist investments 
mandatory before an initial public 
offering (IPO). But S. Ramesh, 


HOLDING IN (%) VALUE* 





crore, placing the valuation of 
Idea at Rs 12,080 crore. This is a 
significant jump from the time the 
company was valued at Rs 9,150 
crore in June this year when the Av 
Birla Group bought the Tatas’ 
48.14 per cent holding for Rs 
4,406 crore. 

The ^v Birla Group is expected 
to dilute another 9 per cent in 
Idea, reducing the group’s holding 
in the telco to 65.3 per cent; the 
AV Birla Group held a 98.3 per 
cent stake in Idea following the 
buyout of the Tatas’ stake. The 
next step will be Idea’s i»o—Dsp 
Merrill Lynch and JM Morgan 
Stanley are said to have bagged 
the mandate for this—which is 
expected to hit the markets early 
next year. Today, Idea's footprint 
extends to 10 circles and accounts 
for a total subscriber base of 10.36 
million, giving it a market share of 
8 per cent in India's wireless mar- 
ket. The company plans to ex- 
pand its presence to 12 more cir- 
cles which will give it a pan-India 
presence—something that only 
Bharti Airtel has today. 

KRISHNA GOPALAN 


Executive Director-Investment 
Banking, Kotak Mahindra Capital 
Company, does not think the reg- 
ulator's new norms will have a 
major impact. *Venture firms and 
private equity players are buying 
through the secondary market be- 
cause they are sure of finding 
value in listed companies over the 
next three-five years. Secondly, 
in cases where promoters aren't 
willing to sell or dilute their 
stakes, venture capitalists and pri- 
vate equity players have little 
choice but to acquire stakes from 
the secondary market." 

MAHESH NAYAK 
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Not Over 
Till It’s Over 


Will Ericsson and Nokia get to 
implement BSNL's mega plan? 


C) AND A HALF YEARS AFTER 
announcing its mega-expan- 
sion plan for 63.5 million GsM lines, 
the state-owned giant BSNL has ten- 
tatively lined up three multinational 
telecom infrastructure majors to 
implement a bulk of the order based 
on their financial bids. Ericsson, 
Nokia and Siemens get to lay 45 
million lines, and a fourth MNC, 
Alcatel could get to have a go at the 
remaining 18.5 million lines, via 
its joint venture with ITI from the 
public sector—30 per cent of the 
project is reserved for public sector 
undertakings (PSUs). BSNL officials 
confirm that Swedish major Ericsson 
has emerged the lowest bidder with 
a bid price of $107 (Rs 4,922) per 
line, followed by Finnish equip- 
ment maker Nokia, which had 
quoted a price of $176 (Rs 8,096), 
and Siemens with a quote of $400 
(Rs 18,400) per line. Of the 45.5 
million lines, the lowest bidder is 


CRACKS IN THE LINE 

The areas of discontent in the BSNL 
contract: 

ш Motoroloa, one of the disqualified 
bidders, is unclear why its bid was 
not accepted. 

m BSNL says Motorola's available 
equipment did not match the tender 
requirements. 

= Alcatel gets a piece of the pie, 
thanks to its alliance with PSU ITI, 
although it did not participate in the 
bidding process. 

m BSNL feels the bid prices may 
be on the higher side, and may ne- 
gotiate further on the pricing front. 
m Final project to be awarded only by 
March-April 2007. 
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R.V. Shahi: Power play 


ТҮ QUEST FOR PRIMARY 
resources has never gotten 
more acute, Till recently a global 
phenomenon, the contagion has 
now spread back home. The gov- 
ernment has stepped in to allo- 
cate coal blocks for the various 
segments in the power sector— 
public sector entities, private sec- 
tor companies, etc. So far the sec- 
tor has been tightly regulated, and 
mining for open sale is not al- 
lowed; coal mines were earmarked 
primarily for public sector units. 

However, the provocation for 
allocating mines is also an attempt 
to reverse an earlier decision to 
allocate captive mines to power 
distribution licensees, central gen- 


slated to get 60 per cent of the 
project, and the second lowest bid- 
der the rest, but only on matching 
the lowest bid price. Siemens will 
then move out of the race. The гп- 
Alcatel combine will also have to 
match the lowest bid price in order 
to get a purchase order from BSNL 
(rri is currently undertaking a proj- 
ect to supply 3 million GsM lines 
to BSNL for Rs 857 crore, at $61 per 
line). The total value of the 63.5 
million lines project works out to 
roughly $6.7 billion or Rs 31,000 
crore. For rri-Alcatel, it will fetch 
close to $2 billion or Rs 9,200 
crore, while the value for Ericsson 
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move was iis. mis 
tion. Consultations then ensued 
between the various arms of the 
government—the Prime Minister's. 
Office, the power ministry and 
the coal ministry—and a new al- 
location poset was ee 





merchant SEI E SEHN 
plants with no firm commitment 


to supply electricity to any par- 
ticular distribution company. “We 
expect around 10,000 Mw of 
merchant capacity to come up on | 
this basis. This will provide critical 
mass for a power market,” says 
power secretary R.V. Shahi. 

So long as the Left parties sup- - 
port the government at the Centre, 
the coal sector is unlikely to be 
opened up completely to the - 
forces of market. Till then, the 
erstwhile Quota Raj will keep bob- 
bing its head up in several forms. 

BALAJI CHANDRAMOULI 





and Nokia will be $2.9 billion (Rs 
13,340 crore) and $1.9 billion (Rs 
8,740 crore), respectively. 

So, is the stage set for a smooth 
execution of this mega-project? The 
answer predictably is a resounding 
no. One of the original five bid- 
ders, Motorola, has moved court 
challenging its disqualification. An 
official release from Motorola 
alleges that BSNL never informed 
Motorola about its disqualification 
on technical grounds, despite the 
US major providing “compliance 
undertakings on various 
requirements”. “At no point in time 
was Motorola told that its bid was 
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being dropped due to technical rea- 
sons, says the release. Motorola 
also says it wants more transparency 
and an “equal consideration.” 

Things get more predictable from 
hereon. BSNL officials refute the 
charges. “Motorola (and ZTE, the 
fifth bidder) were disqualified be- 
cause their current available equip- 
ment did not match the tender re- 
quirements. They promised to com- 
ply, but that was not our criteria,” 
says a BSNL official. The courts have 
yet to pass a verdict, so far they have 
not granted a stay. As far as BSNL is 
concerned, it is business as usual. 

Another sore point in industry 
circles is Alcatel sneaking into bid- 
ding process via its partnership with 
ITI, without even participating in 
the bidding. An rri spokesperson 
counters that it's a transfer of tech- 
nology that Alcatel is providing to 
rri, and that rri would pay Alcatel a 
royalty since all of the equipment 
would be indigenously manufac- 
tured at the PSU's two units at 
Mankapur and Rae Bareily. An 
Alcatel spokesperson confirmed that 
Alcatel, as royalty, will get one- 
third of the value of the project 
awarded to the combine. 

The chosen bidders, for their 
part, may not be celebrating yet. 
BSNL officials say the bids would be 
financially evaluated to check 
whether prices are justified and 
to negotiate the pricing further, if 
possible. *On the face of it, the 
bid price seems to be on a higher 
side but we can't confirm it since 
this project has a significant ele- 
ment of 3G lines as well," a senior 
official in BSNL told BT. The proj- 
ect has earmarked 25 per cent for 
the 3G lines, to be supplied by 
all three vendors in proportion. 
He added that awarding of the 
contract will take time and that 
the process was likely to be com- 
pleted by March-April next year. 
That's a long time in the public 
sector universe. 

SHALEEN AGRAWAI 
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Scotching a 
Whisky Deal? 


Heady valuations may blight 
UB's Scottish venture 


FAILED $700 MILLION (Rs 3,220 
Abos bid for Champagne 
Taittinger and a successful bid of 
$15 million (Rs 69 crore) for Bouvet 
Ladubay, a French wine maker. 
That has been the scorecard of Vijay 
Mallya, the colorful Chairman of 
the UB Group in his attempt at in- 
ternational acquisitions to close the 
gap between his flagship company 
United Spirits (formerly McDowell) 
and Diageo, the number one spirits 
company in the world. Mallya is 
now attempting to make further 
headway on the global stage by 
making a play for Whyte & 
Mackay, a Glasgow-headquartered 
distiller of Scotch whisky. Last fort- 
night, Mallya was in Glasgow to 
hold talks with Vivian Immerman, 
Chairman of Whyte & Mackay. 
Ravi Nedungadi, cro of the UB 
Group, who is closely involved in 
the negotiation, says: "Yes, it is true 
that we have been talking to them. 
However, as we speak, we are not 
close to a deal. We are not desperate 
for an acquisition and we will go 
ahead only when the fit is right." 

The fit pertains to valuations. 
Initially Whyte & Mackay was be- 
lieved to be interested in offloading 
a distillery it owns in Scotland. 
Nedungadi says that UB's interest is 
in a ‘composite’ deal. Mallya is be- 
lieved to be offering close to £400 
million (Rs 3,400 crore) while the 
Scotch maker is expecting a valua- 
tion of close to £600 million (Rs 
5,100 crore). Whyte & Mackay has 
a 9 per cent global market share in 
scotch whisky and has several lead- 
ing brands like Isle of Jura Single 
malt, Dalmore, Vladivar Vodka and 
Glavya Liqueur. Last year, the com- 
pany had a turnover of £149 million 


Bit RY) 


BANDEEP SINGH 





UB's Mallya: Figuring it out 


and a net profit of £11.1 million. 
Says an industry analyst on the con- 
dition of anonymity: “The valua- 
tions being sought are very rich. 
Just five years ago the current own- 
ers bought the company for just 
around £200 million, though some 
investments have been made since 
then. I think the two parties will 
eventually end up in some kind of a 
marketing arrangement or a tie-up.” 
Mallya has in the past fought 
against European Union regulations 
which do not accept Indian whisky 
as the genuine product as it is made 
of molasses (whereas Scotch whisky 
is made out of grain). Acquiring a 
distillery in that continent would 
thus make immense strategic sense. 

But not at any price. 
VENKATESHA BABU 
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A Pipeline 
from Andhra 


Novartis plans a third 
global base 


YLAN LABS OF THE US MAY 

have made its presence felt 

in Hyderabad through a buyout (of 
Matrix Laboratories) but another 
global pharma giant, Novartis, has 
also trained its sight on the southern 
city. But the Swiss healthcare major 
isn’t looking to acquire manufac- 
turing capacities; rather research 
and rr-enabled services (ITES) are 
what Novartis plans to kick off in 
Hyderabad. Novartis is setting up a 
major ITES operation in the city and 
is also learnt to be looking at setting 
up an R&D centre there, a first such 
centre in Asia for the company. 
Company officials aren't revealing 
much, but do admit that they are 
talking to the state 

government and 
that a memo- 
randum of 
understanding 
could be 
signed soon 
(which means 
it could hap- 



























pen even before this issue of BT 
hits the stands). “We hope to con- 
solidate our India-based global 
business activities in Hyderabad," 
ventures a company spokesperson. 
The company which has a manu- 
facturing presence near Mumbai— 
its India head office is in 
Mumbai—is believed to be looking 
to acquire some 150 acres on the 
outskirts of Hyderabad. 

BT learns that Novartis is look- 
ing to build an integrated campus in 
Hyderabad to meet its global needs. 
The figures doing the rounds sug- 
gest an investment of Rs 500 crore 
and a headcount of 5,000, mak- 
ing it the third such major centre 
for the company globally (the other 
R&D centres are in Switzerland and 
the Us). R&D may clearly be the fo- 
cus for twin reasons: One, Novartis 
is known to be an R&D-intensive 
company (in 2005, R&D spend was 
15 per cent of net sales). Two, costs 
of doing R&D in India are signifi- 
cantly lower. The centre is being de- 
signed to emerge as its key knowl- 
edge centre in this region. Even in 
ITES, the company is to take up 
high-end work (for instance, say, 
protein modeling as against just 
data management). 

Andhra Pradesh, it would seem, 
has plenty of appeal for the global 
pharma sector. Japanese major Eisai 
is also believed to be keen to in- 
vest in setting up a manufacturing 
unit in Visakhapatnam and an R&D 
centre in Hyderabad. 

E. KUMAR SHARMA 


Novartis’ Shahani: Co 
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Stocks 
and Stakes 


They’re buying into the India 
story—and its brokerages 


TELL-TALE SIGN OF A SUSTAINABLE 

bull run is when stockbrokers 
aren’t just mopping up shares in 
the secondary market but when 
their overseas counterparts begin 
picking up chunky stakes—even 
controlling ones—in their domestic 
operations. That’s exactly what’s 
happening on and around Dalal 
Street. Last fortnight, when French 
bank BNP Paribas picked up a one 
third stake in the south-based Geojit 
Financial Services, it marked yet 
another transaction in the on-the-go 
world of broking services. Just be- 
fore that Us online trading major 
E*Trade bought a controlling stake 
in IL&FS Investmart. Other notable 
deals in the broking space include 
Merrill Lynch’s acquisitions of sub- 
10 per cent in Indiabulls and India 
Infoline; and domestic house Motilal 
Oswal’s purchase of two regional 
broking outposts in the south. 
There’s action on other fronts too. 
ICICI Securities is merging its retail 
and institutional arms, and banks 
such as Citi, Standard Chartered, 
ABN Amro and UBS are planning re- 
tail broking forays, as is Anil 
Ambani’s non-banking finance com- 
pany, Reliance Capital. 

Says Frederic Amoudru, CEO and 
Country Manager, BNP Paribas: 
“The Indian stockmarket has grown 
substantially in size, it is technolog- 
ically advanced, penetration of in- 
ternet trading is growing and par- 
ticipation of day traders and retail 
investors is quite significant.” 
Indeed, the Indian securities mar- 
ket can boast of infrastruc- 
ture comparable with the 
best in the world with the 
T+2 settlement system, 
completely electronic settle- 
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ICICI's Mukherji: High stakes 


GOING FOR BROKE 
Developments in the stockbroking 
sector over the last one year: 

m BNP Paribas acquires one third 
stake in Geojit Financial Services. 


m Online trading biggie E*Trade buys 
controlling stake (27 per cent) in 
IL&FS Investsmart. 


m Merrill Lynch acquires sub-10 per 
cent stakes in Indiabulls and India 
Infoline. 


m ICICI Securities merges its retail 
and institutional broking arms 


m Motilal Oswal buys Gayatri and 
Peninsular Cap in the south and is 
on the look-out for more buys up 
north as well. 

m Others such as Citi, StanChart, 
ABN Amro, UBS, and Reliance are 
also planning retail broking forays. 


ments and vibrant derivatives trad- 
ing being well-established practices. 
The opportunity for brokerages is 
also immense as currently just 
around 2 per cent of household sav- 
ings is invested in equities. 

$. Mukherji, Managing Director 
& CEO, ICICI Securities, points out 
that rapid economic growth has put 
more money in the hands of the re- 
tail customer. “If they are going to 
buy real estate and other consum- 
ables, then naturally at some point in 
time they shall also buy some more 
equities and other investment prod- 
ucts,” he says. Moreover, the Indian 
middle class itself is projected to 
grow from 33 per cent of the pop- 
ulation to 49 per cent by 2010 and 
that will provide a sharp jump in 
the investor population, says 
C.J. George, Managing Director, 
Geojit Financial Services. George 
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believes that full capital account 
convertibility will also help these 
brokerages sell investment products 
of other countries in India. 

Selling stakes to overseas part- 
ners is just one way to ride the 
boom. ICICI Securities has merged 
the retail and institutional portfolios 
to improve its balance sheet strength 
and open up financing possibilities. 
Motilal Oswal spent over Rs 45- 
50 crore over the last year buying 
up brokerage firms and is ready for 
more as well. Earlier this year, it 
raised Rs 125 crore from private 
equity firms. *As research becomes 
more specialised, the market 
becomes more information sensi- 
tive and tougher risk management 
systems are deployed, consolida- 
tion will be the way to go," 
Hitungshu Debnath, Director, Retail 
Business, Motilal Oswal Securities. 

As the market is far from ma- 
ture, there is clearly more scope 
for organic market expansion just 
yet. There are no great cost drivers 
for consolidation just yet, believes 
Sandeep Presswala, chief operat- 
ing officer, IL&FS Investsmart. 
However, what is certain is that 
there will be greater diversification 
of products and services, sharper 
business models and more customer 
segmentation. Customers for their 
part won't complain as long as the 
returns keep coming. 

SHALINI S. DAGAR 
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Coffee, Tea 
& Biyani? 


Starbucks may break bread 
with Planet Retail 


F THERE WAS AN AWARD FOR THE 
I speculated entry into the 
Indian retail market that hasn't yet 
materialised, one of the contenders 
would be Starbucks, the global chain 
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of coffee shops (Wal-Mart would 
perhaps be another). For the past 
two years, speculation has flour- 
ished about the India operations of 
the company with the two-tailed 
mermaid logo. Mercifully, a recent 
announcement by Starbucks 
President Martin Coles on the $6.4 
billion company's plans to estab- 
lish locations in India by the end of 
the current fiscal indicates that the 
company has reached the final stages 
of talks with a joint venture partner 
in India. At an analysts’ conference 
in early October, Coles revealed 
that the company is negotiating the 
terms of a joint venture and will 





Pantaloon's Biyani: Deal time 


make an announcement once a de- 
finitive agreement has been signed. 
Coles added that with a popula- 
tion of more than 1.2 billion people, 
a rapidly growing economy and sig- 
nificant increases in consumer 
spending, India represents one of 
the most exciting growth markets in 
the world for the company. 
According to a Technopak study, 
coffee outlets in India are going to 
double to 1,000 in the next 2-3 
years as existing players like Café 
Coffee Day, Barista Coffee, Gloria 
Jeans Coffee, Barnie's Coffee, Costa 
Coffee and Georgia look at in- 
creasing their presence in India. 
Starbucks may finally be ready to 
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join the party. “Starbucks has en- 
tered different countries through 
different formats, and although pre- 
dominantly the company does not 
enter through the joint venture 
route, it may do so in India; and 
then again, although it has tradi- 
tionally grown its business organi- 
cally, the inorganic route cannot 
be ruled out,” says Rajesh Srivastava, 
Managing Director and Head, 
Corporate and Commercial 
Banking, Rabo Bank. 

According to a Reliance Retail 
spokesperson, the company was in 
talks with Starbucks for outlets at 
the Reliance Infocomm's 
WebWorld stores. The talks ended 
one and a half years ago when 
Reliance tied up with Javagreen, a 
chain of gourmet coffee and food 
cafes; the industry buzz, though, is 
that Anil Ambani is wooing 
Starbucks once again. 

If Starbucks is taking so long to fi- 
nalise its India strategy, it could just 
be that it’s not been able to find the 
right JV partner/acquisition target. 
“For Starbucks, multiple-locations 
and high-street presence are two im- 
portant factors and it is hard to find 
a retailer in India who will satisfy 
both the conditions,” says Partha 
Dattagupta, CEO, Barista. The most 
eligible contestant appears to be 
Planet Retail, an Indonesian firm, 
in whose Indian subsidiary 
Pantaloon’s Kishore Biyani holds a 
majority stake. Planet Retail is tipped 
to be the master franchisee for 
Starbucks in India as it is already 
the licensee for Starbucks in 
Indonesia. Arun Bhardwaj, Mb, 
Planet Retail Holdings, was not avail- 
able for comment and Pantaloon’s 
spokesperson refused to comment on 
the deal. However, a Mumbai-based 
analyst says Planet Retail is an un- 
likely candidate for Starbucks as it 
will not likely to be associated with 
a company that has many other Jv 
partners in India. “For a company 
like Starbucks, a Jv with Pantaloon is 
not a likely scenario as the business 


58 BUSINESS TODAY NOVEMBER 19 2006 





model and the client groups of both 
companies are different," says the 
analyst. In the lifestyle retailing seg- 
ment, Planet Retail is the licensee 
for brands such as Marks & Spencer, 
Guess, Next and Women's Secret. 
But the company has no other li- 
cence in the Indian food and bever- 
age industry. "Starbucks is looking at 
all the options in India. 
Hypothetically speaking, they could 








also be looking at buying a stake in 
Barista as a viable option, as the 
company has a presence in 25 cities, 
says Technopak CEO, Harminder 
Sahni. Barista is looking for a stake 
sale and for a company like 
Starbucks, this will not be an ex- 
pensive deal, adds Sahni. The spec- 
ulation continues, but as things stand 
today it is advantage Biyani. 
PALLAVI SRIVASTAVA 
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ы ессе гиши сы чм 
Single-Brand, 
Dual Equity 


Nothing (else) comes between 
you and your favourite label. 


ARLY IN THE YEAR, WHEN THE 
| емби gave the go-ahead 
for up to 51 per cent foreign direct 
investment in single-brand retail- 
ing, the stage was set for global 
brands to open up their specialty 
stores in the country. The action 
is just about beginning to hot up, 
with a host of brands, ranging from 
the luxury variety to more humble 
(not by much in some cases) mass- 
market ones, readying to launch 
flagship stores in the country. Some 
of the world’s biggest and best- 
known names—Disney, Calvin 
Klein, Gucci, FCUK, Armani and 
Ermenegildo Zegna—are giving the 
final touches to their Indian game 
plans. A few, like Tommy Hilfiger, 
Versace, Marks & Spencer, Gucci 
and Giordano, have already put up 
their first own stores here. “After the 
multiple-brand retail format store, 
the next growth is from specialty re- 
tail. This format is already popular 
abroad, but it is catching up in India 
now,” says Harminder Sahni, CEO, 
KSA Technopak, a Delhi-based retail 
consultancy. 

Last month, the Disney group 
announced plans to set up a chain of 
exclusive stores in India to sell its 
branded stationery products. Disney 
Consumer Products will set up some 
150 ‘Disney Artist’ stores across 
India over the next five years, of- 
fering greeting cards, stationery, 
arts, crafts and party products. 
Disney also has plans for exclusive 
‘Disney Home’ stores as well as 
‘Disney Princess’ and ‘Disney Teen’ 
stores in India as a part of its global 
strategy. “In India, as in many of the 
emerging markets, we are moving to 
concept stores that are more utility- 
driven and aimed at satisfying the 
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BRAND BAZAAR 





Brands that will have their exclusive stores 

BRAND PLANS 

Calvin Klein _ 40 stores by 2007 
4 to start in 2007 

Disney Artist — 150in5years — 

Jimmy Choo. — 10552201 

Giordano 100 in the next 5 yrs 


consumer's need in one category. 
Our objective is to have the con- 
sumer make these stores the first 
stop and the only shop for satisfying 
needs in a particular category," says 
Rajat Jain, Managing Director, Walt 
Disney India. 

Calvin Klein is entering India 
by Spring 2007 with an exclusive re- 
tail store licence to launch 40 Calvin 
Klein stores over five years. Products 
under various Calvin Klein brands 
include apparel, accessories, shoes, 
underwear, sleepwear, hosiery, 
socks, swimwear, eyewear, watches, 
jewellery, coats, fragrances as well as 
products for the home. *In my view, 
there is enough space for the global 
as well as Indian retailers to co-ex- 
ist, be it via multi-branded retail 
outlets, single-brand stores or luxury 
department stores," says Vijay 
Murjani, Managing Director of the 
Murjani Group, a Mumbai-based 
apparels maker. The Murjanis will 
also be setting up exclusive retail 
stores for Calvin Klein, Gucci, FCUK 
and Jimmy Choo. 

Giorgio Armani is another lux- 
ury brand that plans to have its 
own shops here—four of them in 
Mumbai and Delhi by mid-2007— 
to sell, in addition to the clothing 
brand, Emporio Armani accessories 
(sunglasses, watches, perfumes, 
aftershave). Another company that 


will be foraying into India in 

2007 is Gucci, which will set up 

boutiques in Mumbai and New 
Delhi. Cadini and Ermenegildo 
Zegna are some of the brands fi- 
nalising plans to enter India 
through their own stores instead of 
multi-brand retail stores. The 
brands aren't restricted to cloth- 
ing. UK's leading retailer in babycare 
and maternity products, 
Mothercare, will also launch stand- 
alone stores in India (the brand 
also has shelf-space in Shoppers' 
Stop). Luxor Parker is looking to set 
up a stationery retail chain. And if 
you include the stores coming up in 
the five-star hotels, almost every 
global luxury brand is booking or 
has booked its space, right from 
Louis Vuitton, Fendi, Canali and 
Mont Blanc to Bally, Hugo Boss, 
Guess and Daks. 

According to an A.C. Nielsen 
study as many as 31 per cent of 
Indians in Sec A category buy de- 
signer clothes to “uplift one's social 
status." The study reveals that the 
upper-middle class in India.is get- 
ting more brand conscious. Calvin 
Klein & company will approve. 

PALLAVI SRIVASTAVA 





Grocers’ 
Gripe 


Retailing food sounds easy, 
procuring is a nightmare. 


HE REAMS THAT HAVE BEEN 

written on the organised food 
retailing sector—and in particular 
one Indian conglomerate’s plans for 
it—could make you reach two con- 
clusions: One, there’s a huge op- 
portunity waiting to be tapped; and, 
two, tapping that opportunity will 
be as easy as pie. You would be 
right about the opportunity—food is 
estimated to make up 40 per cent of 
the country’s organised retail 
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pie—not quite about the ease with 
which it can be exploited. To be 
sure, there are pitfalls, especially 
for the big players. The biggest of 
those has to do with securing agri- 
produce and grading it. 
“Procurement of agri-produce 
would be a huge challenge for play- 
ers who aim to be in the volumes 
business,” avers Kalyan Chakrabarty, 
Country Head, Food and Agri-busi- 
ness, YES Bank. 

Though corporate farming may 
seem an easy and practical solution 
to procurement woes, political re- 
alties make it a no-go in India, not 
all Indian corporates have been able 
to benefit from the alternative— 
contract farming. Says Rajeev Sinha, 
Deputy Managing Director, DCM 
Shriram Consolidated: “There are 
difficulties in fulfillment of contract 
obligations." DscL, which runs 30- 
odd Hariyali Kisan Bazaars for pro- 
curement of produce such as toma- 
toes and coriander, supplies to mod- 
ern retailers and to terminal mar- 
kets. What is more, there is no legal 
recourse for breach of contract with 
farmers. Such infringements are 
aplenty, particularly so in com- 
modities such as wheat, rice, pulses 
and other regularly-consumed veg- 
etables, all of which have a domes- 
tic market. When the prices of such 
commodities shoot up, the farm- 
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ers like to sell their produce outside 
the contract; when prices are plung- 
ing they fear the corporates are un- 
necessarily raising quality issues. 
“Successful contracts are the ones 
that create reciprocal dependency 


POSITIONING 








between the company and the farm- 
ers," says S. Sivakumar, Agri-busi- 
ness Head at ITC. 

Against such a backdrop ensur- 
ing a regular supply of fresh food is 
going to be a huge challenge for 
domestic retailers, especially those 
planning large-scale operations. 
Aware of this, companies are as- 
siduously building fruitful farmer 
relationships. Some like Tata 
Chemicals are deepening their ex- 
isting relationships of providing 
farm inputs such as fertilisers 
through branded outlets such as 
Tata Kisan Vikas Kendras. rrc's 
e-choupal initiative is by far better 
known than most since it has been 
around for six years. With demand 
from retail chains increasing, ITC 
has little choice but to further loosen 
the purse-strings; it will invest Rs 
5,000 crore over the next seven 
years. With payback periods of 7-10 
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years, it is a long haul for the new 
agri-warriors. “Comprehensive en- 
gagement with the farmer is criti- 
cal,” says rrC's Sivakumar. That's 
one reason why the Tatas, Reliance, 
Larsen & Toubro, Sunil Mittal’s 
FieldFresh, Voltas and even DLF 
Universal are vying to set up eight 
modern terminal markets for per- 
ishables across the country. The gov- 
ernment received over 100-odd ini- 
tial expressions of interest for these 
markets which will be set up on a 
public-private partnership model. A 
much-needed link between the farm- 
ing community and retail chains, 
these terminal markets constitute 
just one piece of the massive infra- 
structure that’s needs to be created in 
the food retailing business. 
SHALINI DAGAR & 
PALLAVI SRIVASTAVA 





Towering 
Game Plan 


Lease and operate is the 
mantra for cellular firms. 


YEAR AGO BHARTI AIRTEL 
Å pioneered a trend of sorts in 
the Indian telecom sector by out- 
sourcing network infrastructure 
from Nokia and Ericsson, billing 
application services from IBM and 
customer care call centre activity 
to a number of BPO service 
providers. Now Bharti, along with 
other pan-India operators like BSNL, 
Reliance Communications and 
Hutch, is taking another step on 
the infrastructure front by tying up 
with domestic builders of cell sites 
(or tower sites, which transmit sig- 
nals to cellular phones). Telecom. 
infrastructure players such as GTL 
Infrastructure, Quipo and Essar are 
building these sites across India, 
thereby offering third party infra- 
structure services to wireless telecom 
service providers. The towers will be 
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shared by multiple players. The 
objective is two-fold: One, save on 
costs and, thereby, be in a position 
to drive down tariffs further; two, 
be in a position to focus on core op- 
erations, namely product develop- 
ment, sales and marketing. 

In industry parlance, telecom 
infrastructure is either passive or 
active. The former includes tow- 
ers, shelters, and optic cables and is 
estimated to comprise 50-60 per 
cent of total infrastructure; elec- 
tronic equipment and antennae 
make up the active part. If two serv- 
ice providers share a single tower, 
they can drive down their passive in- 
frastructure costs by 50 per cent. 


КАР 


PLANS 


One way of doing this is for one op- 
erator to use sites created by an- 
other service provider—for instance, 
last fortnight, CDMA player Reliance, 
which is contemplating a GSM roll- 
out, was reported to have tied up 
with two GSM players for sharing 
their cell sites. The other way of 
doing it—and a more cost-effective 
way, say analysts—would be to go 
to a third-party firm that builds 
these towers on their books and 
then leases them to multiple opera- 
tors. The government has mandated 
tower companies to set up towers in 
high security areas in metros, where 
as many as four to six operators 
can share the same site. It has set a 


target of 1,800 shared sites by 2007 
for Delhi alone. Quipo has plans 
to set up 5,000 fully equipped tow- 
ers in two years; GTL hopes to roll 
out 6,700 cell in sites in the next 
three years; and Essar will do 250 
sites a month. 

Says Manoj Tirodkar, Chairman 
& Managing Director, GTL: 
*Highways, rural and semi-urban 
regions and dark spots (urban spaces 
that lack network coverage) are the 
areas where we are building towers. 
By March 2007, we will build 1,200 
towers in eight states, including 
Maharashtra, Delhi, Gujarat and 
Rajasthan." A report by Lehman 
Brothers points out that huge in- 





vestment outlays will persuade op- 
erators to share passive infrastruc- 
ture. The report estimates that tele- 
com players in the next three years 
will spend a little over Rs 73,000 
crore and the number of tower sites 
will go up from 81,500 in mid- 
2006 to 1,36,000 in.a year. The 
operators, for their part, are reacting 
enthusiastically. “If we have to con- 
tinue to provide lower rates to cus- 
tomers, infrastructure sharing is the 
only way out. There is humongous 
scope in infrastructure sharing, but 
we are far from optimal," says 
Sanjay Kapoor, Joint President, 
Mobile Services, Bharti Airtel. 
Kapoor adds that Bharti is in talks 
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with almost all operators as well as 
third-party providers. “Of the cur- 
rent 30,000 sites, nearly 75 per 
cent of our passive infrastructure 
is shared,” he points out. 

“Spice Communication has 
been a pioneer in third party in- 
frastructure sharing,” claims Navin 
Kaul, Chief Operations Officer, 
Spice Communications. “We 
started it in Punjab, and then repli- 
cated it in Karnataka. All telecom 
providers see infrastructure sharing 
as a cost advantage because the 
passive infrastructure costs almost 
two-third of the entire BTS (Base 
Trans-receiver System) site cost. 
Passive infrastructure costs can be 
shared by two or more telecom 
providers, thereby reducing the 
cost for each one of them.” 
Reliance Communications is think- 
ing along similar lines. “In the ‘B’ 
and ‘C’ circles, where population 
density is widely spread, we will go 
in for shared infrastructure. This 
will help to cut costs by 10-15 per 
cent in capital expenditure,” 
reveals a company official. 
According to the Lehman analysts, 
third-party tower firms can help 
operators clock a 30 per cent sav- 
ing in capital expenditure. 

MAHESH NAYAK 


The Tide’s 
Turning 


FMCG firms hike prices, but 
not profits—not yet. 


T'S BEEN SOME TIME NOW SINCE THE 

marketers of fast-moving con- 
sumer goods (FMCG) have been in a 
position to hike prices. But it’s only 
of late that pricing power appears to 
have made a comeback, what with 
increases taking place across more 
categories, and across more compa- 
nies. Roughly 75 per cent of the 
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price hikes in the last one year have 
taken place in the last five to six 
months. Market leader Hindustan 
Lever (HLL) has hiked prices across 
categories like detergent powder, 
laundry soap, toothpastes, sham- 
poos, fairness cream and tea. The in- 
creases in these brands have been in 
the 3.8 per cent (Pepsodent 2 in 1) 
to 8.5 per cent (Rin Advance) range. 
HLL’s smartest hike though has been 
in the 800-crore toilet soaps indus- 
try, in which it has jacked up the 
price of Lifebuoy—the largest sell- 
ing toilet soap brand in the coun- 
try—and Pears by roughly 10 per 
cent. Godrej Consumer Products 
(GCPL) has also announced a 5-8 per 
cent mark-up in soap prices. Others 
like GSK Consumer, Dabur and 
Colgate have raised prices in flagship 
categories in the 4-5 per cent range. 

But it’s not as if these higher 
prices will translate into rosier prof- 
its. As Nikhil Vora, Vice President 
(Research), sski, a Mumbai-based 
broking house, explains: “These 
price hikes are adequate enough to 
offset input costs and now that mar- 
kets have stabilised, these compa- 
nies are in a position to hike product 
prices. With backward area bene- 
fits and lower cost of production 
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already in place, price hikes are go- 
ing to constitute a small part of the 
margin expansion.” Adds H.K. 
Press, Executive Director & 
President, GCPL: “The price increase 
after more than two years is mainly 
to offset rising costs of palm oil de- 
rivatives that go into soap making.” 
Sure enough, GSK Consumer, a leader 
in the health drinks segment with a 
70 per cent market share, has hiked 
prices of its Horlicks category to 
cover up the increased costs of 
malted barley and milk. Dabur has 
jacked up the price of recently-ac- 
quired toothpaste brand Babool by 
25 per cent. Hikes in other cate- 
gories (shampoo, juice and honey) 
range between 4.6 per cent and 10.5 
per cent. Says V.S. Sitaram, Executive 
Director, Consumer Care Division, 
Dabur: “The price increases under- 
taken will cover the anticipated 
inflation levels and there is no further 
need to touch the prices this year.” 

Marico, for its part, hasn’t been 
relying on price increases for growth, 
even though it has hiked prices by up 
to 3.6 per cent in key categories like 
coconut oil and cooking oil. “In the 
first quarter, the Marico group grew 
revenues by 38 per cent in value. 
Only 1 per cent came from price in- 
creases and the balance growth was 
all in volumes. This trend is likely to 
continue for the first half of the cur- 
rent year,” says Milind Sarwate, 
Chief Financial Officer, Marico. 

If there’s one company that’s 
bucking the trend, it’s Nestle, which 
has cut the price of its most saleable 
product in India, Maggi 2 Minute 
noodles, by Re 1. But that’s only 
because of a reduction in excise 
duties on processed foods. “Pricing 
power is now back with the com- 
panies, so we may see price hikes 
but no reductions. Margin expan- 
sion, as a result of price hikes, will 
only happen if there is a continuous 
upward price movement,” says 
Kunal Motishaw, a Mumbai-based 
research analyst. 

PALLAVI SRIVASTAVA 
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Global foray: Videocon's bid for Daewoo Electronics demonstrates India Inc.'s quest for new foreign markets 


“Columbus reported to his king and queen that the 
world was round, and he went down in history as the 
man who first made this discovery. I returned home 
and shared my discovery only with my wife, and 
only in a whisper. 
“Honey,” I confided, “I think the world is flat.” 
Thomas L. Friedman 
The World is Flat (The Globalised World in the 
Twenty-first Century) 


* F FRIEDMAN WAS TO PONDER A SEQUEL TO HIS 
best-seller of 2005 a decade or so down the line, 
he may well reconsider that The World Is 
Round After All. The World is Flat is based on 


a sound premise that “the global competitive 
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playing field was being levelled” (aka “the world is be- 
ing flattened”) with plenty of help from the per- 
sonal computer, optic fibre pipes, satellites and the in- 
ternet. Friedman’s tome to that extent is a paean to 
the Indian Ir services global delivery model built on 
the inimitable—at least, so far—backbone of a cost- 
effective and talented workforce. Friedman terms 
this phenomenon of a shrinking and flattened world 
Globalisation 3.0; Globalisation 1.0 and 2.0 were 
driven by American and European individuals and 
businesses, including one Christopher Columbus. 
Maybe it’s time for Friedman—or anybody else 
for that matter—to herald the advent of Globalisation 
4.0. It’s a world where the playing field may soon, 
and once again, be uneven. Only this time, it would 

















be inclined towards the side of India. (and China), 
unlike a decade ago, when Indian business quivered in 
fear at the prospect of being steamrolled by global 


&. competition. TWIF is all about the Indian Ir services" 


contribution to globalisation by delivery of intellectual 
capital from Indian shores to virtually any other global 
. outpost. The World is Round After All would be about 
the palpable ambition of India Incorporated—almost 
en masse~—to hop on to the globalisation bus, as our BT 
500 study testifies. A cursory run through the top 
50 will reveal that roughly 40 per cent of these 





T global growth is a seesaw, it's beginning to tilt towards 
-India Inc. This year's BT 500 listing is an early-on 
г barometer of that rebalancing act sran слкултно 


companies have made at least one international ac- 
“quisition in the past three years. And such cross- 
der activity on the mergers & acquisitions M&A) 
. front isn’t restricted to just the companies with | 


market capitalisations. Even mid-cap firms are a part- 
of the M&A frenzy, with some of them paying sums 
that are larger than their latest revenues. Examples: 
Tata Coffee’s acquisition of Eight O'Clock Coffee in: 
the us, Subex’s buyout of Azure Solutions and Aban 
Lloyd’s purchase of Sinvest. 

Clearly, Indian companies today are in a position 
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Cigarettes still account for 
over two-thirds of ITC’s 
revenues, but Chairman Yogi 
Deveshwar is attempting to 
derisk by offering consumers 
a range of foods products 


to take on their foreign counterparts, 
not just at home but on overseas battle- 
fields too. And the appetite for new ge- 
ographies is just one reason why the 
country has become the flavour around 
the world, across all seasons. Indian com- 
panies that were once viewed as fair 
game for marauding global predators, 
have turned hunters themselves. Tata 
Steel’s bold bid for a steel maker four 
times its size, Ranbaxy’s six acquisitions 
in less than 18 months and Videocon’s 
buyout of Thomson Electronics’ global 
colour picture tube business along with its 
recent $720-million (Rs 3,312-crore) bid 
for Daewoo Electronics all amply indicate 
the pent-up ambition to be significant 
players on the international stage. 

And then there’s the flourishing dom- 
estic market. Along with the quest for 
new foreign markets, also working in 
favour of Indian companies is burgeoning 
private consumption, estimated to con- 
tribute close to two-thirds of growth in its 
gross domestic product (GDP); for China 
that figure stands at 40 per cent. At the 
same time, belt-tightening initiatives dur- 
ing the gut-wrenching cyclical down- 
turns of the mid-nineties and early 2000s 
have made Indian industry a more effi- 
cient user of capital and assets—average 
return on capital (ROCE) employed of 
India's large-cap brigade has risen from 
low single digits to high double-digits. For 
the top 25 in the Br 500, ROCE ranges 
from 56 per cent to 210 per cent (as in 
the case of Godrej Consumer Products). 
Similarly, on the return on assets front, 
the range for the top 25 is between 20 
and 48 per cent. Such efficiencies make it 
easier for consumer-oriented businesses 
to take advantage of the burgeoning pur- 
chasing power, last estimated to be re- 
siding with at least 300 million Indians. 
That in itself is enough to have mar- 
keters across the globe salivating, but 
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BIGGEST INCREASE IN REVENUES 


Company name 


Videocon Industries 
YES Bank 
IndiaBulls Fin. Services 


Financial Tech. (India) 93.75 31.95 
Shree Renuka Sugars 12412 263.07 
J.K. Cement 1108.68 423.44 
S. Kumars Nationwide 890.96 346.26 
Jaybharat Textiles & Real Estate 191.92 75.25 
Centurion Bank Of Punjab 1035.11 409.5 
Lok Housing & Constructions 86.38 34.2 
Thiru Arooran Sugars 321.31 137.82 
Shree Digvijay Cement Co. 249.97 107.29 
Geodesic Information Sys. 92.25 40.28 
KSL & Industries 348.9 153.62 
Clariant Chemicals (India) 941.46 417 
Reliance Capital 670.81 297.46 
Jindal Saw 2448.1 1131.47 
Mastek 255.41 118.32 
Sakthi Sugars 641.04 303.92 
India Infoline 45.75 21.89 
Deccan Chronicle Holdings 330.88 165.65 
Suzlon Energy 3815.42 1917.5 
Sanghvi Movers 149.05 75.38 
Ansal Properties & Infrastructure 381.53 193.69 
Champagne Indage 72.63 37.49 
Companies with audited results are only considered 
Sales considered for the year-ended March 2006, unless otherwise mentioned 


Sales 

March '06 
(Rs crore) 
5706.6 
283.86 


Sales 
March '05 
(Rs crore) 


13.96 
47.39 


Percentage 
increase 


_ 40,778 
498.99 — 


21149 51.95 30710 _ 


193.43 
175.26 

_ 161.83 
157.31 
155.04 


_ 15271 


133.14 
132.99 — 


99.75 


129.02 
127.12 
125.77 
12551 _ 
116.36 — 
115.86 — 
110.92 — 
109.00 


98.98 

AI 5... 
9698 — 
93.73 


Source: CMIE 
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THE VALUE CHASER 


AST FORTNIGHT WHEN A FIRE BROKE OUT AT RELIANCE 

Industries Ltd's (RIL's) Jamnagar refining facili- 
ties, punters on Dalal Street were naturally appre- 
hensive about whether refining output would be cut, 
thereby, hitting margins, profitability and the share 
price. At the time of writing, the extent of the damage, 
according to the RIL management, was minimal, 
although not all sections of the market were willing to 
accept that at face value. Millions of shareholders 
who've been with the company for the past two 
decades would be concerned, not alarmed. They've 
been through worse. In 1998, RIL's petrochemical 
complex in Patalganga in Maharashtra's Raigad district 
was submerged in 20 inches of rain. Close to 400 peo- 
ple died, and 1,500 families lost their homes. The com- 
plex had disaster written all over it; but after two 
weeks of crisis management—during which 6,000 
skilled people from all over India worked non-stop—the 
polyester unit began humming. In another five days it 
was running at normal capacity. Even Jamnagar has 
witnessed crisis before. In July 1998, when the 
Ambanis were putting up the 27 million tonnes per an- 
num refinery, western Gujarat was lashed for four 
hours by high-velocity winds. About 550 people went 
missing. But in 15 days, 60,000 people were back at 
the site, and the refinery was commissioned by 
December 1999—ahead of schedule. 

Reliance has never been a stranger to adversity. Last 
fortnight's fire will doubtless have an impact on pro- 
duction and exports in the short term, but will duly even 
out in the long run. It's not by accident that RIL is #1 
on the B7 500 listing; more than creating capital-in- 
tensive assets, the success of the Reliance model is 
based on the consistency of its vision, which involves 
a relentless focus on integration and value-addition, an 
obsession with economies of scale (and also turning ad- 
versity into opportunity). A diversified, yet integrated 
strategy, is helping in spreading the risks, and this can 
be best appreciated in the prevailing climes of fluctu- 
ating crude oil prices. That's reflected in the lower gross 
refining margins of the company, down by 2 per cent 
to 10.4 per cent in the second quarter of 2005-06. But 
higher margins in petrochemicals—which make up 
roughly one third of RIL's portfolio—saved the quarter 
for RIL. They may have not been high enough to bal- 
ance out the thinner margins in refining, but ensured 
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RIL could clock a 9 per cent growth in profits after tax 
in challenging market conditions. (RIL also had to 
contend with a flood in Gujarat, which resulted in a par- 
tial shutdown in the plant in Hazira.) 

RIL also tops the BT 500 charts because it invariably 
succeeds in its value-unlocking initiatives. A recent series 
of demergers, for instance, has resulted in Reliance 
Communications—the CDMA telecom service provider— 
debuting at #9 on the BT 500. Going forward—or rather 
backward, from refining—there's oil & gas exploration, 
where the company is slowly but surely moving towards 
monetising its gas reserves; by mid-2008 production is ex- 
pected to start in the Krishan-Godavari (KG) basin. 
However, ventures into the totally different ball games of re- 
tail and special economic zones (SEZ) would be decidedly 
higher-risk. In retail, RIL is attempting to appeal directly to 
consumers by creating a world-class shopping environment 
and backing it with elaborate supply-chain infrastruc- 
ture—something furthest removed from its bread and 
butter activities. Yet, there are common threads: The focus 
on economies of scale and value-addition is one; Chairman 
Mukesh Ambani, who blueprinted the implementation of 
the Jamnagar refinery in less than 36 months, is the 
other. The possibilities for value-creation never end at 
RIL, but the risks keep mounting too. 





The success of the Reliance model is based on the consistency of Chairman 
Mukesh Ambani's vision, which involves a relentless focus on integration and 
value-addition and an obsession with economies of scale 
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What's the answer to 
India's ever growing power 
deficit problems? 


Our economy is growing, so are the power problems. Industries are facing power cuts 
resulting in wastage of precious man-hours and seriously effecting efficiencies. And not just 
industries, more than 44%" of Indian households do not have access to regular power. India 
needs 100,000** MW of additional power by the end of 2012 to allow every Indian to operate 
à bulb and a fan. The annual growth of power generation is 5.596, while the growth in demand 


is 12%0’. What's the right solution? A new India needs a new energy. 


Source 
^C undianeconomy org 
7 Government of india» Mission 2012 "Power for all 
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Sterlite Chairman Anil 
Agarwal is just one of many 
Indian business promoters 
looking outward to acquire 
assets. In 2004, he bought 
copper mines in Zambia 


even more seductive is the fact that there 
are a little over 700 million more with the 
potential to be converted into consumers. 

All this means that the Indian indus- 
try is fascinatingly poised at the van- 
guard of multiple growth opportunities, 
which all have the potential to coincide 
swimmingly and realise in handsome 
sales and profit growth for many more 
years to come. The first mouth-watering 
prospect is international markets, where 
Indian companies are either acquiring 
bases, or establishing beachheads to offer 
their products and services. The second 
break is the great urban bazaar, fuelled in 
no small measure by mall-stomping, cof- 
fee-guzzling, brand-possessed consumers 
getting more affluent by every credit 
card swipe. And the third opportunity 
over the longer term—which isn’t the 
least by any yardstick—lies at the mam- 
moth base of the great Indian pyramid, 
where people will aspire for a better 
quality of life and will hopefully be left 
with surpluses to spend. 

A glance at the top 50 on the pr 500 
reveals that almost every company is tar- 
geting at least one of these opportunities, 
with 35-40 per cent of them firmly fo- 
cussed on the domestic urban and semi- 
urban prospects. A few, like Mahindra & 
Mahindra (M&M), ICICI Bank and Bajaj 
Auto, have the opportunity to do all 
three—think international, local as well 
as rural. And they're doing exactly that. 
The M&M group, even as it sells its utility 
vehicles in markets like South Africa, is 
selling vehicle financing in rural areas. 
ICICI Bank is providing micro-finance to 
village folk, and at the same time, wants 
at least a quarter of its portfolio to be int- 
ernational. A domestic-oriented sector— 
at least for the time being—like telecom 
(represented by Bharti Airtel and new 
entrant Reliance Communications in the 
Top 10) is growing at a rapid rate of 
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Companies with audited results are only considered 
Profit considered for the year-ended March 2006, unless otherwise mentioned 






Company Name Net Profit Net Profit 
March '06 March '05 
(Rs crore) (Rs crore) 
Anant Raj Industries 28.08 © ; 
Ultratech Cement _ 229.16 209 — 
Uttam Sugar Mills 26.41 2.14 
Max India 589 0.53 ; 
Force Motors —— 30.13 212 2 
Lakshmi Machine Works — 14483 14.52 " 
India Cements - 4531 4.58 4 
Orient Paper & Industries 21.58 2.74 t} 
Kirloskar Pneumatic Co. 10.61 1.41 
South Indian Bank _ 509 8.7 
Hindustan Dorr-Oliver 6.47 1.12 
Dhampur Sugar Mills 55.81 9.67 
EH — 188.8 33.12 
J.K. Cement 325] 6.3 
7 " 10.84 21 
Reliance Capital 537.61 105.81 
_ Sterlite Industries (India) 515.2 | 10642 — 
_ D.S. Kulkarni Developers 176 — 3.65 _ 
Atul \ 8304 17.98 
_ GVK Power & Infrastructure — 8.1 _ 1.76 
Financial Technologies (India) 42.47 229.31 
Punj Lloyd 3515 814 — 
. Thiru Arooran Sugars 10.64 251 
Dalmia Cement (Bharat) 84.85 20.16 


Source: CMIE 
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TOP 20 WITH THE BEST ROCE 
(over 2005) 


Company Name 








_Jaybharat Textiles & Real Estate 











__Dabur India 


Automotive Axles 





Companies with audited results are only considered 


ROCE: Return on capital employed Source: CMIE 


30-35 per cent. Cellular operators are adding roughly 
6 million subscribers a month, have a total subscriber 
base of 170 million, and the market is expected to dou- 
ble to 350 million in four years. And there’s plenty of 
steam left: Urban penetration is estimated at a little over 
30 per cent, and the best part—rural penetration is just 
2 per cent! Meantime, rapid urbanisation and a will- 
ingness of the rural consumer to uptrade spell good tid- 
ings for the marketers of fast-moving consumer goods 
(FMCG), the fourth-largest sector of the economy, esti- 
mated at a little over $13 billion (Rs 59,800 crore). 
It’s early days yet, and the global economic balance 
is still tilted towards the West—which still accounts for 
around 30 per cent of the world's gross domestic 
product; but make no mistake: Indian companies of all 
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sizes and hues want to make the world their market 
place. That Indians are globally | competitive has been 
well established; if Indian companies become glob- 
ally competitive too, and they're in a hurry to prove ex- 
actly that, the global rebalancing. would Бе complete. If 

global growth was a seesaw, it’s clearly beginning to tilt 
on the side of economies such as China and India. 

If any observer of Indian industry was to wake up 
after a decade-long slumber and was to be told that 
India would be a global force to reckon within a few 
years, he’d probably prefer to go back to sleep. In the 
early nineties, foreign companies and capital were 
ushered into the country, perhaps not with open 
arms, but welcomed nevertheless by a government 
keen to reform and dust off years of apathy to capi- 
tal and profit. It’s not a level-playing field, grumbled 
sections of industry captains. 

How times have changed. A decade and a half ago, 
when Business Today embarked on its first pr 500 
study, Indian industry was still grappling with the spec- 
ulated consequences of tentative liberalisation—even- 
tual capitulation to foreign investment-driven MNCs 
appeared a distinct possibility. With a little help from 
policy makers, plenty of assistance from domestic 
consumers, and some intense introspection, Indian 


companies have not only survived, but thrived. 


Consider: A glance at the top 15-20 list reveals some 
of those names hogged the top slots in 1992 as well: 
ITC, for instance, was #2 in 1992, and #1 in 1993. 
Today, it’s not doing too badly for itself at #6, el- 
bowed out by newer rivals in newer-age businesses like 
IT services and telecom. Other names that continue to 
dominate the top positions include Hindustan Lever 
(#5 in 1992, #7 in the latest вт 500), Reliance 
Industries (#6 then, #1 now), and Larsen & Toubro 
(#5 in 1993, #10 in 2006). 

Doubtless more interesting is the arrival of a clutch 
of rapidly-growing corporations in sunrise industries. 
Take tT services. Infosys, which debuted in the Br 
500 in 1994 at 230, is today at #3. Of course, it did not 
take long for Infosys to climb up the market cap 


sweepstakes. In 1997, it nudged upwards to 83, further. 


up to 30 a year later. By the turn of the century, 
Infosys was sitting pretty at #4. Wipro, which first 
squeezed into the Br 500 in 1992 at 279, is today at #5. 
Just above Infosys is TCS, which got listed on the ex- 
changes only two years ago. Interestingly, till the late 
nineties, the IT bandwagon was hardly a force to 
reckon with (obviously the world wasn’t flat then). By 
1997, there were three IT companies in the Br 500. 
But—surprise—the #1 Ir firm in market cap wasn't 
Infosys. Nor was it Wipro. It was IT education major 
NIIT, at 66. By 2000, the top 10 had four rr companies, 
and three of them were in the top 5. 
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Power your business in Ч\, : 
more ways than one with 
Suzlon's Wind Energy. 


Wind energy maximizes profitability and increases efficiency. It's the fastest way to install 
power capacity. Six months is all it takes. It's also an abundant, sustainable and renewable 














energy source. What's more, it's environment-Triendly and a key currency in carbon credits. 
So let the wind spread its magic into your business with Suzlon. Asia's largest and the world's 
5th largest wind turbine manufacturer". Offering you end-to-end wind energy solutions with 














turbines that cater to every need, big or small. And that's why we are the market leaders in 
india with a 5396* share, in 2005-06. We have operations in India, Brazil, Europe, USA, China, 
Australia, New Zealand and Korea, Energise your business with Suzlon. 









“India has been blessed with harnessable wind energy potential of over 45000 MW" * 
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India’s #1 cellular telephony player, Bharti Airtel, has a 24 per cent share of 
the Indian subscriber base, which stood at 170 million as of September. Now, 
Chairman Sunil Mittal is attempting to penetrate deeper into rural India 





Sandwiched between the rr bandwagon is telecom 
giant Bharti Airtel at #4, and making its debut on 
the BT 500 is another telecom major, Reliance 
Communications (created out of a de-merger from 
Reliance Industries), at #9. And for good measure, 
there's a bank, ICICI Bank, at #8, which interestingly has 
occupied the same position since 2003. 

Along the way, the multinational presence in the ВТ 
50 has reduced. In the first two ВТ 500 listings (in 
1991 and 1992), there were some 16 MNCs in the 
first 50. Today, there are just about eight, including a 
new listing, Maruti Udyog (in which Suzuki of Japan has 
majority control). Whilst almost none of these for- 
eign companies has packed their bags and exited the 
country, the list has whittled down primarily because of 
industry consolidation, back home as well as interna- 
tionally. For instance, Brooke Bond, Pond's and Lipton 
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are now a part of the HLL stable. And Hindustan Ciba 
Geigy doesn't exist in its original avatar as it was 
merged into Sandoz to form Novartis, although the 
chemicals business was hived off into Ciba Specialty 
Chemicals in the mid-nineties. Yet, there are some 
MNCs that have slipped down the pole, or simply 
crashed out of the top 50 (even 100). Best example: 
Ingersoll-Rand, #23 in 1992, and at a distant #279 to- 
day. That the company is a maker of construction 
equipment—a booming sector one would assume— 
makes the fall surprising. Also shocking is that the 
company's market cap has barely budged—in fact, it has 
declined marginally—from the Rs 1,105-crore levels of 
1992. Castrol India is another notable fall. In 1992 and 
1993, the company was at 28 and 17, respectively, in 
the BT 500 rankings. In 2006, it lags at 127, with its 
market cap barely doubling in the last 14-15 years. MNCs 
that have held their ground include HLL, rrc, Siemens 
and ABB (the latter having improved its position sig- 
nificantly in the past 15 years). 

Whether MNCs have lost out or not isn't the point. 
That Indian companies have been able to hold their own 
against the best from the world is; after all that appeared 
unlikely when the floodgates were opened for for- 
eign investment in the nineties. A few domestic man- 
ufacturers have made substantial progress in coming out 
of the MNC shadow. Consider Bajaj Auto, for instance, 
a late starter in the motorcycles market, but which is to- 
day not too far behind market leader Hero Honda 
Motors. Latest market share estimates peg Bajaj at 34 
per cent and Hero Honda at around 44.5 per cent. Bajaj 
may be #2, but that the growth in its market cap is 
higher than that of Hero Honda, is testimony that 
investors expect Bajaj to further narrow the gap between 
itself and the Japanese giant’s India joint venture in the 
years ahead by riding on its indigenous design and 
development skills. Still in the auto sector, utility vehicles 
manufacturer M&M is still holding on to its #1 position, 
despite stiff competition from Toyota of Japan for 
some time now (recently, Toyota overtook Ford to take 
the #2 slot by sales in the Us market). 

Eight-10 years down the line, don’t be surprised 
to find Friedman huddled with a Rajiv Bajaj or a 
Sunil Mittal or one of the Ambani brothers (his 
muse for The World is Flat was Nandan Nilekani, 
CEO, Infosys Technologies). They might just tell 
him: “The global competitive playing field isn’t 
flat any more. It’s inclined towards India.” Friedman 
might then call his wife and whisper: “Honey, I 
think The World is Round After All.” ш 
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It boasts a great portfolio, great people, and ad 
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capital. Small wonder, ICICI Bank remains the only financial 
services player in the top 10 of the BT500. «axo aDHıkakı 


AST FORTNIGHT A TOP-LEVEL RESHUFFLE OF 
portfolios took place at ICICI Bank. Chanda 
Kochhar, the 44-year-old Deputy Managing 
irector, is now at the helm of the bank’s 
burgeoning international operations as well as corpo- 
rate banking. V. Vaidyanathan, 38, takes over the retail 
banking portfolio from Kochhar, after being elevated 
to Executive Director. Kochhar in turn fills the void 
created by the exit of Lalita Gupte, Joint Managing 
Director, who headed the international portfolio, and 
who retired at the end of October. Gupte’s deputy, 40- 
year-old Bhargav Daspupta, has been promoted as 
Executive Director at the life insurance subsidiary, 
ICICI Prudential. With Kalpana Morparia, Joint 
Managing Director, slated to retire in a few months, the 
buzz is that Shikha Sharma, CEO, ICICI Prudential, will 
find a place in the bank’s top management (although 
this could not be confirmed at the time of writing). 

Such a change-around at the top would invite 
considerable attention in most Indian corporations, 
but at ICICI Bank's it's just another day at the office. 
That’s possible because, as Kundapur Vaman 
Kamath, Managing Director & CEO, points out: 
“We have a great depth of talent; and we have lay- 
ers of talent. Ever since the mid-eighties we have 
been consciously creating a talent pool, a pool that’s 
multi-skilled. And that’s paying rich dividends today.” 
Kamath, who started his career way back in 1971 at 
ICICI , is also busy grooming the next line of lead- 
ership. *The options are many, and I still have 
some time," quips the 58-year-old CEO. 

If ICICI Bank is the only financial institution 
to figure in the top 10 of the вт 500—housing fi- 
nance colossus HDFC stands at #12, and HDFC Bank 
comes in at #17—its people constitute one vital in- 
gredient of the success recipe. The two other con- 
stituents of the blueprint that was relied on to 
transform the once heavily-reliant-on-corporate 
lending behemoth into a nimbler, market-savvy 
and technology-enabled entity are capital and a 
diversified basket of products. Six years ago, Kamath 
(who was himself groomed by icici Chairman N. 
Vaghul) initiated the unique merger of a large de- 
velopment financial institution (DFI) with its fledg- 
ling banking subsidiary ICICI Bank. Today, Kamath 
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Retail business: In full swing © 


NUMBERS THAT MATTER 





Source: ICICI Bank 
Figures as on March 31, 2006, except for BT500 market cap 


A GROWTH-ORIENTED PORTFOLIO 
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Source: BT Research * As on March 31, 2006 
* Includes consumer finance in rural areas of around Rs 2,010 crore 


has not only transformed the icici Group from an 
unexciting corporate lender into a universal bank 
offering multiple retail products, but can also take 
credit for pioneering the retail finance boom in 
India. The Rs 2,50,000 crore ICICI Group is known 
as a one stop shop for a whole gamut of financial 
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services. Ensconced in his 10th floor office in the 
swank ICICI Bank headquarters in the Bandra Kurla 
complex in suburban Mumbai, Kamath is looking 
ahead, nurturing his five engines of growth: Retail, 
rural, international, traditional corporate banking 
and lending to small & medium enterprises (SMEs). 
“Over the next 3-5 years, our overall credit book 
will probably be 50 per cent of urban consumer 
credit, 18 per cent agricultural and rural credit 
and 40 per cent will be corporate credit, both do- 
mestic and international,” discloses Morparia. 


Retail hasn’t tailed off 

The first growth platform kicked off a decade ago, in 
a bid to wean the bank away from project lending, was 
retail finance. ICICI Bank today boasts a retail portfo- 
lio of Rs 1,00,000 crore—easily the largest amongst 
Indian banks—which is almost 70 per cent of the 
bank’s advances. Home and car loans constitute 80 per 
cent of that figure. And it isn’t as if the new opportu- 
nities like rural and international are being explored be- 
cause retail growth is in danger of getting saturated. “It 
still hasn’t tailed off, and is in fact growing robustly at 
30-35 per cent,” says Kamath, who did an eight-year 
stint in the Asian Development Bank before he returned 
to ICICI in 1996. Kochhar, who has nurtured the re- 
tail portfolio for the past five years, and who inci- 
dentally Kamath handpicked during campus recruit- 
ment, is today reaping the benefits of economies of 
scale. Non-performing assets (NPAs) are less than 
1 per cent and, with over 17 million customers in the 
bag, ICICI has been strategically cross-selling its group 
products, too (like insurance and mutual funds. 
“Today, 20 per cent of the retail business comes 
from cross-selling," says Kochhar. New retail head 
Vaidyanathan feels credit cards and personal loans are 
the two high-growth segments. “There is a scope for 
100 million credit cards in the country. We have 
today just 20 million credit cards," says Vaidyanathan, 
who played a key role in building ICICI Bank's credit 


ICICI Bank Compares Well with the Competition... 
13.35 
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Chanda Kochhar, Deputy Managing Director 


With over 17 million customers in the bag, ICICI 
has been strategically cross-selling its group 
products such as insurance and mutual funds 


card portfolio of over 5 million. 

Then there’s the rural thrust, currently con- 
tributing 6 per cent to the balance sheet, but the 
target is to increase its contribution to take that fig- 
ure up to 25 per cent. Kamath terms it “the biggest 
challenge. Execution is going to be a big, big task.” 
Nachiket Mor, Deputy Managing Director, who is 
spearheading the rural initiative, is busy scaling up the 
hybrid channel architecture, a la an FMCG model, in 
rural markets. The unique franchisee model is already 
bringing big bucks for the bank. That’s reflected in 
the portfolio of Rs 16,500 crore in March 2006 
which almost trebled in three years with the customer 


...Although Dalal Street Has Its Preferences 





па @ 11.08 11.88 11.95 
— 5 ке 26.21 
2256 , 23. D 
346 3.17 3.21 
2.17 10.95 
1.67 1.90 I 9.80 
0.98 
= | 072 | Ж: 
ICICI Bank LE HDFC Bank UTI Bank PNB 
HDFC Bank ICICI Bank UTI Bank ШШ P/E on trailing earnings ШШ P/E on forward earnings 
Il Spread ШШ Capital Adequacy 398 Net NPAs Trailing P/E is based on 2005-06 EPS and October 23 market prices; 
Spread is as a percentage of total assets; net NPAs as a percentage of advance forward earnings are based on Enam Consultants India Strategy 
Figures are as on March 31, 2006 in per cent Source: IBA | Report 2006 Source: BSE 
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SOUMIK KAR 


500 


The talent pool at ICICI Bank is large, and multi- 
Skilled. V. Vaidyanathan (left), 38, has been pro- 
moted as Executive Director (Retail). Bhargav 
Dasgupta, 40, has been promoted as Executive 
Director at ICICI Prudential Life Insurance. 


base rising from 20,000 to 3.2 million. No White 
Spaces, as the rural strategy is called, envisages hav- 
ing a kiosk or a franchisee at every 10 km in the ru- 
ral heartland. “We plan to cover 450 districts by 
2008,” says Mor, who holds a PhD in financial eco- 
nomics. Also on the anvil are high-density crop 
branches in places like Western Maharashtra , Coastal 
Andhra, Central Tamil Nadu and South Gujarat. 
If Indian companies are eyeing international mar- 
kets and at the same time foraying into under-pene- 
trated rural India, ICICI Bank is a great example of 
such an entity, although it’s target is more the global 
Indian rather than every global consumer, Started in 





Nachiket Mor, Deputy Managing Director 


Mor is leading the bank's rural strategy called 
‘no white spaces’, which envisages having a 
kiosk or a franchisee at every 10 km 
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2002, the international business model revolves 
largely around Internet banking supported by part- 
nerships with local banks, Canada and the UK are two 
markets being targeted as they have large non-resident 
Indian populations. Yet, as Kamath points out, 70 per 
cent of customers (corporate and individuals) are 
non-Indian. There’s also the burgeoning remittances 
into India market, which is growing at 25 per cent. 
And another focus area on the international business 
front is participation in the financing of cross-border 
mergers and acquisitions. “We want to leverage our 
corporate relationships in the global market,” says 
Joint Managing Director Morparia. 

It’s a business model that’s playing out splendidly, 
which is reflected in the growth in bottom line in 
the recently concluded second quarter, with net prof- 
its growing by 22 per cent over the previous three 
months. On various other parameters like quality of as- 
sets and capital adequacy, the first Indian bank to be 
listed on the New York Stock Exchange is on a good 
footing (although spreads are lower than the compe- 
tition). Kamath doesn’t foresee calamity in the short 
term—the risk of an economic slowdown is “muted,” 
and that of an asset price bubble is being closely mon- 
itored. Yet, ICICI bank enjoys a lower price to earning 
multiple (P/E) than an HDFC Bank or a uri Bank (see 
Dalal Street Has Its Preferences). Manish Karwa, 
Equity Analyst at Motilal Oswal Securities, reasons that 
“HDFC bank is growing faster than the ICICI Bank.” 
Kamath, for his part, refuses to get drawn into com- 
parisons, and prefers to see the bigger picture. “Today, 
the top five Indian banks put together are smaller 
than the fifth largest Chinese bank. That’s the kind of 
challenge we have...Today, any bank with a capital and 
net worth of less than $2 billion in a country of the 
size of India has little significance.” In terms of market 
cap of Rs 50,726 crore, there’s no other bank in the 
banking space with that kind of market cap, which puts 
ICICI Bank in a league of its own. Ш 
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Unitech 


In a little over a year, Unitech’s average market cap has 
risen from Rs 465 crore to an astonishing Rs 14,786 crore. 


N APRIL 7 THIS YEAR, WITHIN MINUTES OF THE 

stock market opening, Unitech shares hit the 

5 per cent circuit breaker on the upper 

side. The stock price jumped to Rs 3,064.90 
before trade in the scrip was halted for the rest of the 
day from its previous close of Rs 2,918.95. (A price cir- 
cuit break is a safety mechanism that limits the price 
movement either way in a single 
trading session.) Nothing un- 
usual there. It was news in the air 
acting on a relatively illiquid 
stock. The volumes traded were 
a relatively modest 23,246 shares 
on NSE, largely because of the 
limited free float in the stock 
(promoters, the Chandras, 
owned 60 per cent of the com- 
pany at that time, with private 
corporate bodies holding an- 
other 24 per cent and the public 
11 per cent). 

In the days that followed, 
the story was repeated. Mean- 
while on May 12, the company 
approved a bonus issue and a 
stock split. The frenzy, how- 
ever, continued. On May 16, 
the stock fell 5 per cent, yet 
again within minutes of the mar- 
ket opening, locking out in- 
vestors from trade. 

Even after the stock split 
became effective June 23, 
Unitech continued to hit the 
circuit breaker every day, easing 
somewhat only in August when 
the price had risen to Rs 
13,100 (adjusted for bonus and 
stock split). However, during 
this spectacular rise, the volume of trade sometimes 
was as low as 690 shares. The situation today could 
not be more different. Average volumes are up to 10- 
20 lakh shares per day. 

Naturally, then, the Delhi-based real estate company 
Unitech has managed an astonishing 2,000 per cent-plus 


increase in its average market value to Rs 14,786 


Villas/ row houses 


Figures in per cent 


PINAKI PAUL 


The Unitech Land Bank 


Surprise, Chennai and Kolkata are cities where it 
has the most land. 






Source: CLSA Asia-Pacific Markets 


Сап Unitech sustain the valuation? наим ѕ. pacar 


crore in the first half of this financial year compared 
with the same period last year. 

If anything announces the arrival of the real estate 
sector at the gate, this does, Not just Unitech, which is 
the biggest gainer in terms of percentage among this 
year’s BT 500 companies, but other stocks such as Ansal 
Property and Infrastructure and Mahindra Gesco have 
also been on an upswing. 
Paradoxically, despite the in- 
crease in Unitech and other 
real estate (RE) stocks, their 
combined contribution to the 
total market cap of Indian eq- 
uities is just around 1 per 
cent—way below the 25-30 
per cent in economies such as 
Chennai Singapore and Hong Kong. 


Bangalore 


Ugly Duckling to 

kokata ^ Stock Market Darling 
In India, real estate companies 
have traditionally either not 
listed on the bourses or if they 
have, then found the discipline 
required for quarterly reporting 
of earnings a bit too much. 
Remember, the other National 
Capital Region or NCR-based 
real estate giant DLF delisted 
from the Bombay Stock 
Exchange in 1982 and from 
the Delhi Stock Exchange in 
2003. And even the few that 
remained listed, such as 
Unitech (it has been listed for 
20 years now), attracted poor 
investor interest. In other 
words, few scrips, low free 
floats coupled with the overall 
opaqueness of the sector and restrictive policies made 
real estate stocks backbenchers in market perform- 
ance. Indeed, the Unitech stock was languishing between 
Rs 100 and Rs 300 for most of 2004. 

Easing of policy and regulatory bottlenecks changed 
the scenario. Allowing foreign direct investment (FDI) in 
real estate projects was the most crucial driver of a 
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UNITECH'S NUMBERS 


2002-03 2003-04 


Revenues 354.2 514.1 

EBITDA 54.5 66.6 85.4 
Margin* SP ARG 13 13 
Other Income 2.5 2.5 6.9 
Profit after tax 13.5 24.6 34.8 
Reported PAT 14.9 24.4 33.4 
Net worth 152.7 171.9 195.6 
Debt/ loans 191.3 169.7 376.4 
Fixed assets 102.7 129.7 148.1 
Investments 40.6 35.1 50.2 


Figures in Rs crore *In per cent 


re-rating of the entire sector. In February 2005, the gov- 
ernment decided to allow FDI up to 100 per cent under 
the automatic route in townships, housing, built-up in- 
frastructure and construction projects. 

Sanjay Chandra, Unitech's 34-year-old Managing 
Director, sums up the change: *Till a year ago, real 
estate was a totally ignored sector. We never used to get 
any investor meeting requests. Now, we have a full- 
fledged investor relations department since there are at 
least 30-40 requests per month, mostly from foreign 
institutional investors." Another issue that provided Ёр 
to the sector was the high-decibel marketing of the 
abortive РО of Unitech's competitor and peer in NCR, 
DLF. “Whenever there is a large public issue in a sector, 
there is a rub-off on other sector stocks as well,” says S. 
Ramesh, coo, Kotak Investment Bank, who was in- 
volved with the now-postponed DLF initial public offer. 

However, a more fundamental reason driving up 
these stocks was the inherent growth story. “Indian 
real estate sector is likely to continue to grow over the 
next four-five years backed by strong economic grow- 
th,” says Ramesh Sanka, Group CFO, DLF. According to 
the industry thumbrule, real estate grows two to three 
times the GDP growth of a country. With India growing 
at 8 per cent per annum, a 20-25 per cent growth in real 
estate is not unexpected. Low supplies of developed real 
estate coupled with rising demand, increasing salaries and 
aspirations make real estate sector a good investment 
opportunity. 

The sector adva- 
ntages apart, a few 


2004-05 


Source: CLSA Asia-Pacific Markets 
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company-specific details have made Unitech shine. A 20- 
year-history of remaining listed with a clear, defined cor- 
porate structure helped. The company has some 100- 
odd subsidiaries for land acquisition, but the promot- 
ers do not have companies for land acquisition that they 
privately own. Not the case with most of its fellow com- 
petitors. “We are the only real estate company that does 
100 per cent of the business in the company itself. As 
a family, we do not own any real estate asset other than 
the house in which we live,” says Chandra. 


The Valuation Enigma 

However, the pace of sectoral re-rating has left many 
investors breathless—wondering about the realism and 
the sustainability of the valuations. For instance, Unitech’s 
average market capitalisation in the first half of the 
current financial rose to over Rs 14,786 crore, up from 
Rs 645 crore last year. How realistic are these valuations? 
It is tough to take a call given the complex models 
and valuation metrics of real estate companies, believe 
most market participants. “Location is key to valuations 
as it decides pricing. The rest, like construction costs, are 
international commodities,” says DLF’s Sanka. So, 
valuations can vary significantly for different companies 
depending on the areas of operation. Sanka, however, 
adds that institutions are fast learning the intricacies of 
valuing the real estate business. 

Normally for real estate companies, step-ups in val- 
uation are available at each stage of development— 
land aggregation, regulatory approvals and then the 
construction of the property. The valuations are mostly 


What has helped Unitech is a 20-year-history of 
remaining listed with a clear, defined corporate structure 
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bt 500 


linked to the sale prices of the completed projects and 
how they can be valued in the current context. Final sale 
prices are often dependent on multiple macro-eco- 
nomic factors such as interest costs. 

With nearly 70 per cent of the margins coming at the 
consolidation stage, different companies adopt different 
methods for acquisition—directly from farmers, from 
aggregators, government land auctions or a public-pri- 
vate model. Unitech, for instance, stays away from 
government auctions since it considers them expensive. 

Kotak Mahindra Bank’s Ramesh says that investors 
are more comfortable using net asset value (NAV) as a val- 
uation benchmark rather than price-to-earnings (PE) 
ratio. And NAVs are more sensitive to the final sale 
prices of the real estate developments. A recent report 
by foreign brokerage CLSA pegs Unitech’s valuation at 
$7.5 billion (or Rs 34,500 crore) based on the value of 
its land bank, without including the SEZ projects. This 
works out to a per share value of Rs 429. Typically, 
companies in similar economies trade at a 20-25 per cent 
discount to the net present value or NPV (see How 
Analysts Value Unitech). 

Similarly, another sum-of-parts valuation by UBS 
Investment Research pegs the figure at Rs 444 based on 
the discounted cash flow method. This works out to a 
PE multiple of 19.3 based on the projected 2007-08 earn- 
ings. Unitech’s Chandra himself believes that the Indian 
market is not yet ready to value real estate companies 
properly. No surprise, then, that Unitech is not too keen 
on raising fresh capital from the domestic market. (If 
guidelines are relaxed at some point, it may go in for a 
listing on London’s AIM, which is a stock market for 
small global companies.) 


Betting on Growth 

Easier policies, increased institutionalisation and robust 
demand have led to increased scales of the projects. 
That suits Unitech, which has diversified at multiple lev- 
els. Unitech’s main foray into SEZs is via a three-way 
joint venture with Salim Group and Universal Success 
to develop 38,000 acres in West Bengal. Another 
significant project of 20,000 acres is in Haryana on the 
outskirts of Delhi. The company, however, is res- 
olute in its focus on residential housing. Rising demand, 
easier upfront financing, quick absorption and fewer 
speculative positions make it sound base for the com- 
pany. “For every 100 sq. ft of office space you create, 
you need around 500-600 sq. ft of living space,” says 
Chandra, explaining why housing will remain the 
company’s mainstay. With SEZs, residential housing will 
constitute around 60 per cent of the total usage, 
down from the current 70 per cent-plus. However, in 
line with its focus on large and integrated projects, the 
company has now entered into the hospitality business, 
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Sushil Ansal, Chairman, Ansal Properties & Infrastructure 


Ansal's market value has soared, too, but not 
as much as Unitech's. One reason, say 
analysts, is a lack of sufficient information 





where it will build and own the hotel but outsource the 
branding and management. In terms of geography, the 
company is keen on suburbs of metros where most job 
creation is happening. Forays in tier-II towns are re- 
stricted to places where the company can do all kinds 
of projects and get to be the leader as well (see The 
Unitech Land Bank). Unitech believes in the “build and 
sell” model, where it develops and then sells property 
to again replenish its land bank. As a result, nearly a 
third of its land bank is only two or three years old, 
with the remainder being a year old. 

According to UBS Securities, the total cost of land 
is around Rs 5,000 crore, of which Rs 4,000 crore 
has yet to be paid. Chandra shrugs off concerns 
about the higher cost of the acquisition in recent 
times, saying that as parts of a large tract of land are 
developed, the balance continues to grow in value. 
“In Gurgaon, we may have acquired land at Rs 1 lakh 
an acre, but today we may sell a parking spot for Rs 
2.5 lakh," he explains. On the Bengal expressway 
project, Unitech is working on a "land instead of toll" 
basis to drive down its acquisition costs. 

Apart from housing, where the build and sell 
model works fine, Unitech is securitising the rental 
incomes from lease-based properties. *As the REIT- 
(real estate investment trust-)like structures evolve in 
India, it would be possible to list them on the stock 
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HOW ANALYSTS VALUE UNITECH 





Total saleable space in sq. ft million 462 


Average selling price Rs 3,350/ sq. ft 
Weighted average for the entire land bank. A 1 per cent 
change here changes NPV* by approximately 2 per cent 


Construction, development, selling cost/ sq. ft 
Weighted average Rs 1,298 


Operating profit (before land cost)/ sq. ft Rs 2,053 
Land has already been acquired and to the extent it is 
yet to be acquired (Rs 4,000 crore) is subtracted below 


Net cash (after land cost)/ sq. ft Rs 1,473 
Assuming 30 per cent tax of Rs 580/ sq. ft 


Discounting rate 14 per cent 
This is post rate. Average development period 
assumed at 7 years 


Number of years of discounting 3.5 
Every six months of average delay changes NPV/ share 
by Rs 35 


NPV/ sq. ft Rs 931 

Based on current market price, NPV/sq. ft is Rs 663 
Total NPV _ Rs 43,013 crore 
Less debt - А Rs 1,700 crore 
Less customer advances Rs 2,500 crore 


Since some of the properties already booked, customer 
advances subtracted 


Less money to be paid for land Rs 4,000 crore 
Certain land mass is not yet paid for 

Implied market value Rs 34,813 crore 
Number of shares 811.7 million 
NPV/ share Rs 429 

Current market price Rs 393/ share 


*Net present value Source: CLSA Asia-Pacific Markets 


exchanges,” Chandra adds. This model obviates the 
need for big capital requirements by Unitech. Though 
the sector is flush with equity funds (over $4 billion, 
or Rs 18,400 crore, at last count from private equity 
funds), Unitech would prefer debt for sometime 
to come. “Interest costs have gone up, but debt is 
still cheaper,” says Chandra, adding that the com- 
pany is still under-leveraged (it has about Rs 1,700 
crore of debt on its books). Strategic investors are a 
simple no-no. *We've been there, done that. There 
is little value add other than capital, which is an in- 
ternational commodity.” 


92 BUSINESS TODAY NOVEMBER 19 2006 





Rajiv Singh, Vice Chairman, DLF Group 


But for issues raised by its minority owners, 
DLF's IPO would have created one of India's 
most valuable real estate companies 


Risks Remain 
As construction costs go up for the industry in general, 
“execution will be a key risk going forward”, says DLF’s 
Sanka. Chandra agrees, adding that, “With all the con- 
struction that is happening, we need to build our inter- 
nal infrastructure and we would need external support, 
good quality staff and contractors.” And the price to pay 
may be heavy. According to the CLSA report, every six 
months of average delay will affect the net present value 
by Rs 35. One strategy Unitech has adopted to beat time- 
line and quality worries is to outsource project con- 
struction to firms such as Shapoorji Pallonji, Simplex, 
Nagarjuna Constructions and Unibuild. It only intends 
to focus on project marketing and development functions. 
Tapering real estate prices is yet another risk. Here 
again UBS estimates a reduction of 5 per cent can dent val- 
uations also by 5 per cent. Chandra, however, believes 
that the largely housing portfolio hedges this risk well. 
Yet, it is early days in the Indian real estate sector. 
Clarity on many of these would emerge once “some 10- 
12 more deals are done, and a few more quarters of 
guidance and earnings would help settle valuation issues”, 
Kotak’s Ramesh says. For the time being though, the 
Chandras aren’t losing sleep over it. Ш 
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Some 29 companies debut on the BT 500 in 2006, with five 
of them pole-vaulting into the top 100. But even more 
exciting are the unique business models of many of these 
mega-cap corporations. suivant LATH oe A 






India’s only pan-Indian CDMA telephony New entrants to the listing. т 
| & © service provider, throw in India's only, Мате. ig Listing Market cap 
апа one of the world's largest—and few—inte- | (Rs crore). 
.. grated wind energy players, bring on one of 
India's most diversified engineering and con- 
struction companies, top it with India's largest reg- 
ional broadcaster with an international pres- 
ence, and what do you have? Other than a very -< 
long sentence, you get an instant flavour of the ` 
new entrants that have pole-vaulted straight into 
the BT top 100. You also get a feel of the unique- 
ness of the business model of each of these com- 
panies—Reliance Petroleum (#15 on the вт 
500), Reliance Communications (#9), Suzlon ^ - 
Energy (#11), Sun Tv (#50) and Punj Lloyd 
(#75), just in case you haven't figured out yet— 
that listed on the stock exchanges in 2005-06. 
These five companies also illustrate how entre- 
preneurially-driven Indian business families are 
creating tonnes of shareholder wealth by agg- 
ressively growing in sectors few of their prede- 
cessors have ventured before. As per the ar 500, =" ем Мы ы tme 
~ these five companies have collectively added a 
. market cap of Rs 1,11,006.29 crore to the listing, 
.. whilst all the new entrants—29 in all—have 


ANIL AMBANI | 

Company: Reliance Communications § Educomp Solutions · January 2006 

BT 500 rank: 9 

Listing: March 2006 

__ USP: India's only listed pan-India СОМА n 
telephony player P January 2006 
Sales in 2005-06: Rs 11,288 crore G 
PAT in 2005-06: Rs 445 crore Royal Orchid Hotels: = February 2006 
Projected sales for 2006-07: Rs 15,043 crore S; 

» Projected PAT for 2006-07: Rs 2,427 crore Nitco Tiles 

BT 500 market cap: Rs 37,201.81 crore Visa Steel - 


Source for projections: CLSA 
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UMESH GOSWAMI 


chipped in with a market cap of Rs 1,35,060.23 crore. 

Their uniqueness aside, the new entrants to the 
Top 100 list are also getting younger. Reliance 
Communications, for instance, began life in mid-2003 
(as Reliance Infocomm, which was then a part of 
Mukesh Ambani’s Reliance group. Now, after a family 
settlement and a demerger from Reliance Industries, it 
is headed by Anil Ambani). Reliance Petroleum too is 
a greenfield refinery project, on which work is under 
way. Now contrast this with TCS, a company that was 
set up іп 1968 and entered the вт 500 list in 2004 at 
#2: or with Maruti, which commenced production of 
its cars in 1983, and entered the вт 100 at #18 іп 2003 
after listing on the domestic bourses. 

The other entrants to the top 100 may not be as 
high-profile as the Ambanis, but don’t let that take any- 
thing away from their pride of place in the вт 500. Any 
doubts about their stature can be quickly dispelled by 
their market cap figures—Tulsi Tanti, Chairman & 
Founder, Suzlon Energy, has managed to create a giant 
with a market value of Rs 32,000 crore in just two 
years. In 2004, Citigroup and ChrysCapital had invested 
Rs 50 crore each in Suzlon for a 9.6 and a 7.1 per cent 
stake, valuing the company at Rs 522 crore and Rs 707 
crore, respectively. Says Ashish Dhawan, Managing 
Director, ChrysCapital: “Tulsi Tanti is a tiger, an ext- 
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remely dynamic entrepreneur who dreams very 
big...he has traits similar to Mukesh Ambani. 
His burning ambition to play on the global 
stage, coupled with the fact that he is a hands-on 
leader, will see the company realise its dream of 
being among the top three players in the world." 

That essentially is what Tanti has in mind 
for his company. He is sure that the increasing oil 
and gas prices coupled with concerns about 
global warming will present him an opportu- 
nity to grab a quarter of the global market for 
wind energy by 2010; this year, Suzlon's share is 
expected to touch 12 per cent. Tanti is setting up 
manufacturing bases in India, China and the us, 
and ramping up capacities at existing bases at an 
investment of about Rs 2,500 crore. *Besides, with 
the acquisition of Hansen (a Belgian maker of 


TULSI TANTI 


Company: Suzlon Energy 


BT 500 rank: 11 
Listing: October 2005 


USP: World's fifth-largest manufacturer of 
wind turbines 


Sales in 2005-06: Rs 3,841 crore 

PAT in 2005-06: Rs 760 crore 

Projected sales for 2006-07: Rs 6,145 crore 
Projected PAT for 2006-07: Rs 1,403 crore 
BT 500 market cap: Rs 32,276.45 crore 


Source for projections: CLSA 


gearboxes, which are a key component in wind turbines, 
for €465 million, or Rs 2,697 crore, we should be 
able to grow more than the industry's compounded ave- 
rage growth rate of 25 per cent," says Tanti. 

If Suzlon's business model is global, Kalanithi 
Maran's Sun 1v is touted as a regional play, focussed on 
Tamil Nadu and Kerala (the Andhra Pradesh and 
Karnataka parts don't belong to the listed entity). Yet, 
this second-largest listed broadcaster (after Zee 
Telefilms) with a вт 500 market cap of Rs 8,000-odd 
crore, is fascinatingly global with its reach. As Maran, 
Managing Director, Sun TV, puts it: “We are a regional 
language television broadcaster, which is present across 
the UK, the us, Australia, New Zealand, South Africa, 
Malaysia, Singapore, Sri Lanka and the Middle East. 
And we are constantly endeavouring to spread our 
reach into new areas of operations in media." The 
Sun Network runs 14 TV channels, four FM radio 
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stations, two daily newspapers and four magazines. 
Maran aims to make Sun Tv the number one media 
company in India in five years. The company became 
a national player, Maran says, after obtaining FM radio 
licences for 45 cities across India. 

Ambition and passion clearly aren’t in short supply 
for the new entrants. Atul Punj, Chairman, Punj Lloyd 
says: “We have the potential to be a $10 billion 
(Rs 46,000 crore) top line company in 10 years.” This 
year, he expects revenues to touch $1 billion 
(Rs 4,600 crore). Only three years ago, this appeared un- 
likely. The company was saddled with borrowings, 
and the debt-equity ratio was over four times. That’s 
when the company raised Rs 225 crore by offloading a 
28 per cent stake to Standard Chartered Private Equity, 
Temasek and New York Life. That’s gone a long way in 
helping Рип} Lloyd emerge at #75 on the вт 500 listings. 

Investors, including the private equity tribe, have 
adequate reason for putting their money where the 
Indian promoter’s mouth is. There’s plenty of poten- 
tial locked in these companies, and investors in turn 
expect plenty. This is reflected in the price-earnings mul- 
tiples (P-Es) of the recently-listed bandwagon, which are 
in the 25-40 vicinity on forward earnings. The forward 
P-E for the 30-stock Sensex on the Bombay Stock 
Exchange, in comparison, is just 22. 
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That many of these companies are in high- 
growth sectors is for the great expectations from 
them. The telecom sector, for instance is grow- 
ing at over 30 per cent, and Reliance Communi- 
cations, in spite of being a late entrant in the 
Indian telecom space, gained size quickly and 
emerged as one of the dominant players by end 
2003 (in less than a year from the launch) with 
a market share of a little over 20 per cent. “This 
was possible, in part, because of huge upfront inv- 
estments which gave the company a wide cov- 
erage, as well as aggressive marketing and pric- 
ing (tariffs and handset bundling),” says Hitesh 
Kuvelkar, Associate Director, First Global. Besides 
the wireless market, the company established a 
strong presence across the enterprise services 
market and long distance telephony, he adds. 


KALANITHI MARAN 


Company: Sun TV 


BT 500 rank: 50 
Listing: April 2006 

USP: India's largest regional broadcaster 
Sales in 2005-06: Rs 322 crore 

PAT in 2005-06: Rs 131 crore 

Projected sales for 2006-07: Rs 470 crore 
Projected PAT for 2006-07: Rs 196 crore 
BT 500 market cap: Rs 8,062.65 crore 


Source for projections: Kotak 





Reliance Communications may be largely an India 
consumption story (at least as of today), but Suzlon, for 
its part, has a hybrid model, centred as it is around the 
country’s cost-competitive manufacturing base, yet 
targeting virtually the entire globe. Currently 40 per cent 
of Suzlon’s revenues come from international mar- 
kets. The company has an end-to-end integrated strat- 
egy: Not only does it make, market and install wind- 
generating equipment, it is also investing in pre- 
installation services like wind-mapping and post- 
installation activities like payment realisation from 
utilities. Says V.K. Sharma, Director & Head of 
Research, Anagram Stock Broking: “Two things going 
for this industry are that it is renewable energy and is 
pollution-free. Any player in this industry with these 
advantages, coupled with scale, will be able to pre-empt 
competition to a large extent.” Adds Dhawan of 
ChrysCapital, which still holds a 3 per cent stake in the 
company: “Suzlon has made the right bet—backward 
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anak rs School of Management, Paris 
Isaac Getz - 

Managing employee Ideas for Performance 

New Delhi, Bangalore, Mumbai 


~ 

Columbia GSB 

Partha Mohanram 

Investment Finance 

New Delhi, Mumbai, Bangalore 


May 05 


Jun. 05 


University of Cambridge 

Mark de Rond Jul 05 
Collaborating to Compete: Value Creation and Conflict Resolution 
New Delhi, Ahmedabad, Bangalore, Mumbai 


London School of Economics 

Tobias Kretschmer 

Strategic Thinking in the High-Tech Arena 

New Delhi, Ahmedabad, Bangalore, Mumbai 


ing. 05 


University of Oxford 

Owen Darbishire 

Human Resources and Effective Management 
New Delhi, Hyderabad, Chennai, Bangalore 


lug. 05 


London School of Economics 

Raymond Richardson 

Modern Human Resource Strategy 

New Delhi, Ahmedabad, Bangalore, Mumbai 


LSE 

Geoffrey Owen 

The impact of globalisation on industries and forms 
New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 

Ап Ginsberg Non 05 

Рек Entrepreneurship: Leveraging Innovation for Growth 
Jew Delhi, Mumbai, Bangalore, Ahmedabad. 


Sep. 05 


Sep. 05 


The Wharton School of the Univ. of Pennsylvania 

Skander Essegaicr Ре. 05 
Strategies 

New Delhi, Bangalore, Chennai, Hyderabad 


Stanford University Graduate School of Business 


Rick Aubry Dec. 05 
Social Entrepreneurship 

New Delhi, Ahmedabad, Mumbai, Bangalore 

Mb) 

Michael Yaziji Dec. 05 


Non Market Environment that can profoundly impact industries 
New Delhi, Chennai, Bangalore, Hyderabad 


YALE 

Ravi Dhar 

Branding 

Bangalore, Chennai 


Dec 05 


IMD International 

Donald Marchand Jan. 06 
Reaping the Business Value of IT : Optimising Payback 

New Delhi, Hyderabad, Bangalore, Mumbai 


INSEAD 

Andre Laurent Fek 06 
Managing Across Cultures 

Bangalore , Chennai, Hyderabad, New Delhi 


University of California 

Holly Schroth Mar, 06 
Negotiation and Conflict Resolution 

New Delhi, Bangalore, Hyderabad, Chennai 


INSEAD 

Amitava Chattopadhyay 

Customer Focus 

Bangalore, Chennai, Hyderabad, New Delhi 


lor. 6 


Wharton 

Johannes Pennings 

Strategic Management of Innovation: overcoming inertia ; 
the adoption and implementation of an emerging 
technology 

Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Pietro Veronesi Jan.’ 06 
Finance 

Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Phillip Afeche Jul 06 
Operations Management 

Bangalore, Chennai, Hyderabad, New Delhi 


May 06 


Stanford 

Prof. Wasim Azhar Aug. 06 
Managing Sales and Distribution Channels 

New Delhi, Hyderabad, Chennai, Bangalore 


Chicago GSB 

Prof. Uri Gneezy Оа. 06 
Negotiation 

New Delhi, Mumbai, Pune, Ahmedabad 


Chicago GSB 

Prof. George Wu Non 06 
Decision Making 

New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 

Prof. Zur Shapiro Ре. 06 
Risk Taking and Managerial Decision Making (tentative) 

New Delhi, Mumbai, Ahmendabad 


All the MDPs are jointly taken with a member of IIPM faculty & conducted by Planman Consulting 





АТ THE MOST AFFORDABLE PRICES!!! 





Investment per participant for the above mentioned programmes : Rs. 10,000/- 
*Get in touch today with Chanda for more details and a more exhaustive list of MDPs at 


¥ chanda.mehra@iipm.edu or training@planmanconsulting.com; www.iipm.edu; www.planmanconsulting.com 
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Stephen R. Covey - 
Success Guru 
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- 
2 


Zig Ziglar - 
Leadership and 
Motivation Guru 
March ‘04 


Philip Kotler - 
Marketing Guru 
Oct, ‘04 


Rajeev Kobli - Columbia GSB 
Destructive Innovation 


Gita Gopinath - Chicago University GSB 
Macro Econ. Planning 


Bharat Anand - Harvard Business School 
Competitive Strategy 


Arindam Chaudhuri - 
Management Guru 
Leadership & Strategic 
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Tom Kirchmaier - LSE 


Bargaining & Y 
Negotiations 


Akash Deep - Harvard 
University 
Finance, Risk, Valuation: Global 
Perspectives 
Jan. ‘05 


Leigh Hafrey - MIT, 

Sloan School of Management 
Ethics & Leadership 

Feb. ‘05 


Joel Stern 
Originator of EVA 
Feb. ‘05 
Sunil Gupta - 
Columbia GSB 
Managing Customers 


as Investments 
Mar. ‘05 


Jack Canfield - 

Author of Chicken for the Soul and Peak 
Performance Guru 

June ‘05 


Jim Rogers - Finance Guru 
Feb. “06 


Clayton M. Christensen - 
Innovation Guru 
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VIVAN MEHRA 


integration has ensured supply of raw material (casting 
materials, forging materials, gearbox and bearings) in 
a business where the supply chain is creaking.” 
Another build-in-India-sell-overseas model is that of 
Reliance Petroleum, which is a pure play on the short- 
fall in global refining capacity. Reliance Industries, 
which operates the world’s third largest single-location 
refinery in the world at Jamnagar, Gujarat (with a 
capacity of 33 million tonnes per annum), has embarked 
on setting up India’s first export-oriented refinery 
through a subsidiary, Reliance Petroleum, at a cost of 
Rs 27,000 crore. The refinery will have a capacity of 29 
million tonnes, and will be operational by December 
2008. This high complexity refinery (measured on 
the Nelson complexity index at 14.0) will be among the 
top 10 refineries globally by capacity, and will enjoy 
enormous flexibility in use of raw material and product 
output. It will import crude and export to the West, 
where underinvestment in refining capacity over the last 
two decades has created a growing gap between demand 
for refined products and refining capacity. Remarkably, 
the company enjoys a market capitalisation of about 
$6.5 billion (Rs 29,900 crore)—not bad for an entity 
that is still in the project execution mode. Despite a high 
premium—the IPO was priced at Rs 60—the Reliance 
Petroleum issue was oversubscribed 53 times, mobilising 
$31 billion (Rs 1,42,600 crore). Interestingly, the 
world’s largest company by market cap is from the ene- 





















rgy sector-Exxon Mobil Corp., which at the 
time of writing had a market value of roughly 
$425 billion (Rs 19.55 lakh crore)! 

Going global may be the buzzword, but it 
isn’t as if the potential in the country—or even in 
just one of its regions—is saturated. Far from it. 
Consider Sun Tv, which is riding high on its 
southern language broadcasting channels, These 
include Sun Tv, KTV, Sun News, Sun Music (all in 
Tamil), Surya TV and Kiran Tv (in Malayalam), 
which together dominate Tamil Nadu and Kerala 
television viewership. This is a clear delight for 
advertisers. Sun TV is today viewed as a great 
media platform, which will benefit from inc- 
reasing ad spends—the ad spend to GDP ratio in 
India is at 0.39 per cent as against a world ave- 
rage of 0.98 per cent, according to the 2006 FICCI 





ATUL PUNJ 


Company: Punj Lloyd 


BT 500 rank: 75 
Listing: January 2006 


USP: Engineering & construction, with a strong 
track record in pipelines 


Sales in 2005-06: Rs 1,685 crore 

Profits in 2005-06: Rs 54 crore 

Projected sales for 2006-07: Rs 3,074 crore 
Projected PAT for 2006-07: 154 crore 

BT 500 market cap: Rs 4,330.09 crore 


Source for projections: Kotak 






report on the Indian Entertainment and Media Industry. 
Higher subscription revenue will also have a role to 
play—currently 58 per cent of the satellite Tv industry's 
revenues come from users; the figure is expected to inc- 
rease to over 70 per cent by 2010. The best part for 
Sun, however, is that it's carved out a huge niche of its 
own. Says Phani Sekhar, a research analyst at the 
Mumbai-based Angel Broking: “Sun Tv has shown 
consistent growth, a clean balance sheet and very good 
return ratios. Compare it with the national players, Star, 
Zee and Sony, who are all embroiled in a slugfest and 
have all sorts of programming issues. Sun has no com- 
petition in the areas it operates in, and that’s an adv- 
antage in terms of cornering the advertising pie.” 
Consumer-oriented growth is one prong of a boom- 
ing domestic economy. The other trigger is infra- 
structure-creation, and Punj Lloyd has earned its spurs 
in the engineering and construction space. Analysts 
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consider it one of the few engineering and construction their respective industries.” 

companies with a strong track record in the hydro- A list of companies that broke into the Br 100 in 
carbons space, especially pipelines. Says Vinod Nair, a the recent years suggests Haldia may not be off the 
research analyst who tracks the company at Brics mark. All except three of the 13 new entrants over the 
Securities, *Punj Lloyd could be the best construction last three years remain in our Top 100 this year. HT 
company going forward. It is best diversified and in my Media and J&K Bank may have slipped, but are not too 
opinion comes second only to L&T.” Its customer list badly off at #133 and #151 respectively. Nimesh 
includes global majors such as British Petroleum, Cairn, Kampani, Chairman, JM Morgan Stanley, says, “Private 
Saipem and Petronas and also Indian oil companies such companies today are very profitable and well managed 
as Reliance, Gas Authority of India and Indian Oil апа their valuations reflect that. As long as they 
Corp. The company clearly hopes to make huge gains maintain a good track record and profitability in this 
by tapping into the orders for an estimated 22,000 km competitive scenario, they will do well and it will ref- 
of crude and oil pipelines which are likely to be built lect in their market cap.” 

over the next five years. Punj Lloyd is also geographi- Yet, there are sceptics. Reliance Communications, 
cally well diversified, implementing projects across for instance, will have to contend with, at some 
India, South East Asia and Middle East. Says Atul point, a slowdown in subscriber growth and contin- 
Рип}: “The acquisition of Sembcorp E&C (a Singapore- ued intense competition for subscribers, which may 
based company) in June this year added to our verticals. impact margins. Then there's also the proposed foray 
Sembcorp has built the Changi airport, industrial into the GSM space. “The company has applied for GSM 
parks, special economic zones, which are all areas that spectrum in 21 circles. We believe the strategy would 


INTHE BIGBOYS’CLUB 


No.ofnew Highest Companies 
Rank 


 Jaiprakash Associates, J&K Bank 0 
.. Jet Airways, Indiabulls Financial Services, HT Media · 
.. Reliance Comm., Suzlon, Reliance Petro, Sun TV ип Llc 





Рип} Lloyd was never into; also its UK subsidiary Simon entail huge investments and considering the already 
Carves has strong capabilities in the petrochemicals cluttered market place, it may be difficult for the 
space.” Punj Lloyd, however, didn’t have an impressive company to generate adequate returns to justify these 
report card to show shareholders at the end of March investments,” says Kuvelkar of First Global. Suzlon, 
2006, with margins coming under pressure. But that meanwhile, is dependent on policy support to wind 
might have been an aberration. Adds Nair: “2005-06 energy. In India, 70 per cent of the industry's cus- 
was not so great in numbers because a major Rs 1,000 tomers looked at depreciation benefit as a key crite- 
crore road project in the East was halted and that ria for investing. The regional nature of Sun TV's 
impacted margins. But the project is now under way and business makes it susceptible to swings in its rela- 
the fourth quarter of the ongoing year should bring tively small markets. Shrinking crude refining margins 
some positive news." (usually dependent on availability of surplus refining 

They're all great companies doubtless—at least capacity and uncontrollable global factors) may impact 
most of the 29 would be—but the slump of Рип) the profit margins of Reliance Petroleum. And Рип} 
Lloyd last year begs the question: How sustainable is the Lloyd will need to manage the cyclicality of its busi- 
growth of these companies? Adds Prithvi Haldia, ness and high execution risks. Promoters of these 
Managing Director, Prime Database: "One cannot — businesses aren't exactly ignorant of such risks. But if 
break into the Top 100 unless you have a strong fun- these risks didn't exist, there would be few entry 
damental growth story. The valuations they have got are barriers to these businesses, which would negate their 
on strong fundamentals and the future outlook of — distinctiveness—and with it their valuations. Wi 
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They've created an additional Rs 80,000 
crore in investor wealth in the first half of 
this year. How much farther and faster will 
India’s IT troika—TCS, Infosys and Wipro— 


go? VENKATESHA BABU AND RAHUL SACHITANAND 


ANDAN MOHAN NILEKANI, CEO, INFOSYS 
Technologies, is fond of pointing out how it 
took his rr company 23 years to hit $1 billion 
in revenues, but only 23 months to rack up 

the next $1 billion, and how Infosys will top the $3-bil- 
lion-revenue mark in just 12 months—that is, by the end 
of this fiscal. It’s the sort of growth most CEOs would give 
an arm and a leg for, but if Nilekani, 51, isn’t getting 
complacent over Infy’s giddy growth, it’s because his two 
other big competitors—Tata Consultancy Services (TCS) 
and Wipro—are clipping too. When the soaps-to-soft- 
ware company Wipro announced its results for the 
quarter ended September 30, 2006, it reported a 46 per 
cent jump in profits and a 41 per cent hike in revenues. 
TCS too beat Dalal Street expectations, clocking about 43 
per cent increase in both revenues and net profit. 

The troika’s numbers, received with euphoria by the 
stock markets, tell an important story about them. If last 
year (2005-06) was when ТС5, Infy and Wipro broke 
away from India's rr pack to emerge as the clear leaders, 
then this year they may have hit a higher gear, which will 


S. Ramadorai, CEO, TCS 
The company's ability to cross-sell a number 


of services means that the number of its 
customers has increased in every band of spend 





С. KRISHNAS WAMY 


See How They Grow 


India’s IT Troika has kept up a blistering pace 
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further propel them away from the others, closer to 
their global rivals. *We have created a business model 
that is faster, better, cheaper and more innovative 
than (those of) legacy companies in the industry.. 
We have been able to demonstrate a compelling v alue 
proposition to our clients," Nilekani told the media soon 
after he announced the Q2 results. (Infosys’ top man- 
agement declined to comment for this article, citing an 
impending secondary ADR offering.) 


The Twin Bogey 


PART FROM THEIR STERLING RESULTS, GUESS WHAT CAME 
Аб Stage at the announcements of 02 results by 
Infosy and Wipro? Bangalore's crumbling infrastructure. 
At Infosys, several of its senior executives had to stay 
back as late as 10:30 p.m. on the day the results were 
announced, and some had even slept over in the guest 
house on the campus the previous night. As for Wipro, 
"Poor infrastructure affects efficiency and it's an issue 
_ the government will have to rapidly address," Chairman 
Azim Premji said on October 18, when Wipro an- 
nounced its second quarter numbers. But, as the in- 
dustry is discovering, poor infrastructure is a prob- 
lem across Indian cities. At Pune, where Wipro has ac- 
quired 60 acres of land, the airport, loaned from the Air 
Force, has already run out of space, while the new air- 
port at Mysore is yet to get off the ground. Elsewhere, 
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Nandan Nilekani, CEO, Infosys 


“We have created a business model that is 
faster, better, cheaper and more innovative 
than those of legacy companies in the industry” 


Coming of Age 
In an industry dominated by long-established multi- 
national vendors such as IBM, Accenture, EDS and HP, the 
big three Indian vendors have defined a whole new par- 
adigm, providing not just cheap, but also high-quality 
IT services to global customers. “India is becoming a pre- 
mier destination for offshoring and customer confidence 
in sending large portions of work offshore is increasing,” 
says Wipro’s Chief Strategy Officer, Sudip Nandy. 
While the $2.2-billion ABN AMRO deal of last year— 
where work was unbundled and given away to Infosy, 
rcs, and IBM—may have been the single event that 
put Indian rr vendors on the same pedestal as IBM, 
the dynamics of operating in a ‘flat world’ have only in- 
creased the focus on the rapid growth of these com- 
panies. “The use of global talent and vendors helps com- 
panies squeeze value out of their IT investments and we 
see significant reliance on Indian vendors to help stre- 
amline IT operations," says Atul Vasishtha, CEO, glob: al 
sourcing advisory neorr. Moreover, he adds, as тт is be- 
ing critically looked at as an integrator of globally dis- 
persed business functions, the value that Indian vendors 
can add to this process will be critical to their success. 
As recently as two years ago, questions were being 
raised about the Indian rr players’ ability to sustain 
their pace of growth. MNC competitors such as IBM, 


an expressway connecting the tech hub of Bangalore to 
the town of Mysore has been stuck in litigation, while 
the doubling of the existing highway is yet to be com- 
pleted. There are problems with Tamil Nadu (Chennai) 
and Kerala (Trivandrum) too. 

Shortage of skilled people is another of the indus- 
try's worries. NASSCOM's Sunil Mehta estimates that 
barely 15 per cent of the engineering graduates are em- 
ployable. While the IT/ITeS industry is expected to 
employ some 1.3 million people by the end of this fis- 
cal, it is estimated that another 1 million more will be 
required over the next three years. The demand for “em- 
ployable" people is evident in the pace of training at 
Infosys Leadership Institute, which can train up to 
4,500 persons at once. When fully commissioned in 
May 2007, this palm-fringed campus will be able to 
train more than 30,000 recruits, Infy's. Mohan Das Pai 
told this magazine in Mysore recently. Clearly, a colos- 
sal problem needs a colossal solution. 
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DEEPAK С. PAWAR 


Azim Premji, Chairman, Wipro 


Despite clocking 46 per cent jump in profits in 
Q2, Premji feels Bangalore’s poor infrastructure 
is affecting productivity and efficiency 


Accenture and EDS were (and still are) ramping up 
their India base. Analysts had then said that this would 
erode the cost advantage that Indian players have long 
enjoyed. IBM in India today employs close to 45,000 peo- 
ple, Accenture around 20,000 and EDS acquired Mphasis 
this year to boost its India numbers to around 15,000, 
As Nilekani, in a post-results earnings call to analysts, 
pointed out, “The fact that we are growing at 40 per 
cent this year clearly demonstrates that legacy players 
may come, but it doesn’t impact our fundamental com- 
petitive position, our brand, our recruitment strengths.” 

There has also been a lot of talk about a slowdown 
in the us and that affecting India rr vendors. In fact, 
George F. Colony, Chairman and CEO of research firm 
Forrester, told ВТ recently that he expects IT spend in the 
US to slow down from the current year's 8 per cent 
growth to just around 3-4 per cent next year. But 
Indian players say, Colony added, that because of their 
disruptive business model, they are actually benefiting 
from this. S. Mahalingam of TES, however, says that con- 
trary to reports of a slowdown, global cios are spending 
more on new programmes in addition to the support. 
“(Also) there is a huge demand from our existing client 
base," he says. "One can see that all our top customers 
have grown and you can see the number of customers 
increasing in every band (of spend); 10 million, 20 
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THE TROIKA'S M&A TRAIL 


WIPRO 


DATE/ CUSTOMER-TARGET CO. NAME 





DEAL VALUE/TENURE 


January 2003/ Spectramind $95.5 million (Rs 448.85 crore) 
Marked the entry into the then fledgling BPO market; was 
later assimilated into the company after the exit of founder 
Raman Roy and a chunk of the top management team 


December 2005/ NewLogic $56 million (Rs 252 crore) 
Boosted presence in the R&D space, which contributes 
around a third of the firm's revenues; Gained more traction 
in wireless IP and radio frequency technology market 


December 2005/ mPower $28 million (Rs 126 crore) 
Deal included takeover of the Chennai-based MPACT, a 
joint venture of MasterCard and mPower. Deal helped 
deepen Wipro's hold in financial services and offer a gamut 
of services to companies in this market 


$53.3 million (Rs 245.19 crore)* 





June 2006/ Enabler 

Gave Wipro a foothold in retail consulting 

TCS 

July 2002/ GE Medical $100 million/2-3 years 


Company's first big-ticket deal to provide a range 
of IT services 


September 2005/ ABN Amro $250 million/ 5 years 
TCS won the largest ever deal by an Indian company to 
provide applications support and 

enhancements across the bank, as well as the right 

to bid for applications development projects 


September 2005 / Tata Teleservices $250 million/ 5 years 
In the same month, the company bagged the largest 
domestic deal to operate Tata Teleservices' IT infrastructure 


October 2005/ Pearl Group $847 million/ 12 years 
Largest Indian BPO deal covers policy administration and 
establishment of a new systems strategy. TCS inherited 
950 Pearl employees as part of the contract 


INFOSYS 


Infosys has made just one acquisition—in December 2003 
of Expert Infosystems, Australia, for $26 million 


“Deal value not disclosed by company; Only major deals are listed 


million, 50 million. It is primarily happening due to our 
ability to cross-sell a number of services." 

A key reason for the bullishness of both industry 
and investors is the sheer size of the market (accord- 
ing to technology research agency Gartner, the global 
market for outsourcing is worth $624 billion, with 
barely 3 per cent tapped by Indian vendors) and the 
sheer value proposition offered by the industry. 


Don G tovannt 
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bt real estate 


IT's Emerging Opportunities 


S INDIAN COMPANIES MOVE UP THE TECHNOLOGY VALUE 
Дк. they are moving away from their traditional 
strongholds of software development and maintenance 
to emerging opportunities such as engineering services, 
remote infrastructure maintenance and knowledge 
process outsourcing. According to a recent study con- 
ducted by consulting giant Booz Allen Hamilton, spend- 
ing on engineering services ($750 billion in 2004) is pro- 
jected to increase to $1.1 trillion by 2020. The market 
is highly fragmented by industry, with automotive at 19 
per cent, aerospace at 8 per cent and utilities at 3 per 
cent in 2004. High-tech/telecom is the dominant and 
fastest growing sector, with 30 per cent of the market. 
While today only $10-15 billion of engineering services 
is offshored, the market is expected to grow to $150-225 
billion by 2020. India's current revenue base in the 
offshored engineering services market is about $1.5 
billion—relatively small, compared to its IT and BPO rev- 
enues. The study also found that India is well-positioned 


Specifically, there's still a good 30 per cent-plus cost 
arbitrage that is available to the offshorers. “There is 
a long way to go before this market gets saturated," 
says Gartner's Vice President, Partha lyengar. 

Cost arbitrage aside, Indian companies have begun to 
re-engineer their businesses to move away from lower- 
end application testing and maintenance tasks to higher- 
value application development and even consulting 
roles. “Our consultancy group has evolved by building in- 
dustry domain competency, front-ending large deals 
by creating integrated business-IT solution package for cus- 
tomers and at the same time, creating beachhead for con- 
sulting assignments across eight verticals," says Wipro's 
Nandy. “Our endeavour is to build on these successes and 
drive the business for further growth." 

Simultaneously, the IT troika is expanding its basket 
of offerings by entering (and rapidly expanding) into 
emerging opportunities such as engineering services, re- 
mote infrastructure maintenance and knowledge process 
outsourcing (see rr's Emerging Opportunities). “More 
than 40 per cent of our revenues are coming from serv- 
ices we have added in the last 4-5 years," Nilekani told 
the media. The country's largest IT company, TCS, has 
also made rapid progress in the engineering services 
market, notching up revenues in excess of Rs 960 


to increase its market share of engineering offshoring from 
12 per cent to 30 per cent by 2020. 

Meanwhile, industry analysts also feel that IT infra- 
structure maintenance offers another large opportunity 
(pegged at $126 billion globally) for Indian vendors. 
According to estimates from technology research agency, 
Forrester Research, mainframe-related outsourcing is 
a $29-billion market, network-related outsourcing $7 bil- 
lion, while the desktop outsourcing market is worth $18 
billion. It's not just on the IT services, where new 
opportunities beckon Indian vendors. In the BPO mar- 
ket too, companies are now looking beyond the con- 
ventional call centre and back office market into the 
higher-value knowledge process outsourcing space. 
According to research from UK-based RoCSearch, the 
KPO market in India may reach a size of $5 billion by 
2010. KPO covers everything from outsourced legal 
work to data analytics and this market is growing at an 
estimated 15-20 per cent annually. "As of now, these are 
just projections. Indian companies will have to build scale 
in these areas," says Alok Shende, Director, IT Practice, 
Frost & Sullivan. 


crore—a 62 per cent annual growth for the last couple 
of years. “We see a fair success rate in increasing 
global presence and gaining competencies in higher- 
value services through the inorganic growth route," says 
neoIT's Vashishtha. “Clients have started to look at com- 
ponents of their IT requirements as a diverse portfolio— 
similar to personal investment approach. Leveraging 
global talent pool, global vendor competencies, own- 
ership models and delivery locations tie very closely to 





The IT troika is expanding its basket of offerings by entering into emerging markets 
such as engineering services and knowledge process outsourcing 
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Opportunities for Indian IT are plenty, but so are challenges. 


Pros 

€ The offshore delivery model is by now tried and tested, 

, andcompetencies have deepened и — — 

€ Scale and, hence, cost advantage continues to be 

. Significant enough for global offshorers. — — 

@ Players are beginning to cross-sell products and 
Services, and offering an integrated services model 


Cons 

€ Infrastructure problems and growing wage bills, partly 
. бие to supply constraints, are potential pitfalls —  — 
e There's overemphasis on India shoring rather than best 
__ Shoring, Organic growth is still preferred over acquisitions. 


е MNC rivals are ramping up India operations, and there 
are other low-cost countries emerging as challengers 





this portfolio approach," he adds. 


The Speed Breakers 

Despite the positive sentiment and rapid growth wit- 
nessed by the Indian rr industry, infrastructure and hu- 
man resources continue to remain two very visible pain 
points for industry executives. The shortage of skilled 


manpower is another thing that could spoil the in- | 
dustry’s party (See The Twin Bogey). For instance, | 


Infy's Pai recently pointed out that the industry would 
need to spend some $2.3 billion over the next three 
years to train a million people. “It is becoming clear 
that the supply of skilled rr labour is not unlimited and 
that (companies) are already scratching the bottom of 
the barrel,"says Forrester's Colony. 

- According to Gartner's Iyengar, companies today 
face this shortage because their current business model 
focuses on hiring thousands of engineers to undertake 
relatively lower-end application support tasks. 
"Companies need to increase the value per employee 
rather than just hire thousands of bodies for the same 
kind of jobs," he contends, adding that the introduc- 
tion of technology and automation could make many 
of these low-end testing tasks redundant. 

Despite Indian vendors’ turbo-charged growth, 
global competitors are catching up. Players such as 
Capgemini (following its recent acquisition of Kanbay) 
and LogicaCMG have expanded rapidly in India. But 
given the valuations that the stock markets have be- 
stowed on India's rr Troika, investors clearly expect 
them to manage the issue as smoothly as they have 
managed to reinvent the IT services business model. Ш 














ВЕ Utilities 


AVERAGE M-CAP: Rs 6,305.61 crore* 
% CHANGE: 722.70 


Baba Kalyani: í 











/ . These shares registered the handsomest gains 
.. Over the last one У6аг. MAHESH NAYAK 


HE EMPIRE IS STRIKING BACK, AND HOW? NEW 
Economy is no longer the flavour in the 
menu of the India story. Fourteen of the top 
25 gainers in market capitalisation (M-cap) in 
the list of Business Today's Тор 500 companies are real 
estate and infrastructure companies. Brick and mortar, 
it seems, has become the alchemist's dream. Says 
Nilesh Shah, President, Kotak amc: “The government 


ИТНЕ ТОР 30 САІМЕВЅ 


H1 (2006-07)* 
14,786.52 


Company Name 


Unitech 645.86 


< ум Financial - 








Н1 (2005-06)* 


has never been as serious about infrastructure devel- 
opment as it is now. The expectation of sustained 
earnings growth for companies in this space is driving 
the higher valuations.” Among them, Unitech (up 
2,190 per cent toRs 14,786.5 crore) posted the high- 
est gains, followed by Lok Housing & Construction (up 
984 per cent to Rs 347 crore), Anant Raj Industries (ир 
767 per cent to Rs 1,826 crore), ВЕ Utilities (up 723 per 

cent to Rs 6,306 crore) and Era 
. Construction (up 469 per cent to 
Rs.597.5 crore). 

But all the news isn't as bullish, 
Overall, the laggards (defined as 
companies whose shares underper- 
formed the BSE Sensex) outnum- 
bered the gainers in zr 300—267 
companies lagged the Sensex, which 
recorded a 59 per cent rise in M-cap 
to Rs 14,02,575 crore, compared 
to Rs 8,84,195 crore in the first 
half of the previous year. Of these, 
68 reported erosions in M-cap. Only 
201 companies outperformed the 
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Sensex; there were 32 new entrants. 
“The rally in the market is 
mainly driven by institutional capi- 
tal; the large-cap companies have 
registered impressive performances, 


diu EP. 


Hindustan Zinc 


Himadri Chemicals & Industries 


Ansal Housing & 


Sterlite Industries (India) 23,036.24 


3,766.50 
2,964.36 





"* Average M-cap in Rs crore 


so there was no major compelling 
reason for the big investors to shift 
their focus to mid-caps and small- 
caps. That is primarily why losers 
outnumber the gainers,” says Shah. 
Larsen & Toubro (L&T) clocked 
the largest gains among the Top 
10 companies in ВТ 500. The con- 
glomerate’s M-cap surged 114.5 
per cent to Rs 33,149 crore from 
Rs 15,460 crore in the correspon- 
ding period last year—taking it to 
the #10 slot, from #14-last year-— 
on the basis of a Rs 31,000-crore 
order book backlog that is exp- 
ected to rise to Rs 35,000 crore 
by the end of the year. Overall, it 
ranked 89th in terms of gains. 
*Over the last 12 months, we've 
ventured into new businesses like 
shipbuilding, increased our pres- 
ence in West Asia and commi- 


Source: CME ssioned three new manufacturing 
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plants in China; we've also improved our overall mar- 
gins by 2.5 per cent,” says A.M. Naik, CMD, L&T. For 
the second quarter ended September 30, 2006, the 
company reported a 41 per cent rise in net profit to Rs 
201.22 crore (Rs 143.05 crore), on a 12.3 per cent rise 
in net sales to Rs 3,736 crore (Rs 3,327 crore). 

Apart from L&T, Siemens (up 145 per cent to Rs 
16,997 crore), Hindustan Construction (up 114 per 
cent to Rs 3,195.06 crore), IVRCL Infrastructures (up 
110.5 per cent to Rs 2,619.63 crore) and Crompton 
Greaves (up 99.5 per cent to Rs 5,336.13 crore) 
were the other gainers among the large infrastructure 
and engineering companies. 

Says Ajit Gulabchand, CMD, Hindustan Construction: 


Mystery Company 


Л [HY IS THE MARKET PAYING A PREMIUM OF 2,000 TIMES 
№ V earnings for a small wind power generating company 
with sales of Rs 16.46 crore and a net profit of Rs 1.93 
crore? In the last one year, BF Utilities, a small Kalyani 
Group company, has seen its market capitalisation (M-cap) 
rise 723 per cent, or Rs 5,539 crore, to Rs 6,306 crore, 
from Rs 766.45 crore, taking it to #56 in M-cap rankings 
from #235. “The premium is because of the the Bangalore- 
Mysore Infrastructure Corridor Project," says an analyst at 
a local broking firm. 

BF Utilities holds a 74 per cent stake in Nandi 
Infrastructure Corridor Enterprise (NICE), which is build- 
ing the Rs 2,250-crore Bangalore-Mysore Infrastructure 
Corridor Project and five townships alongside. Adds an ana- 
lyst: "The project is caught in several litigations (it has also 
become a political hot potato in Karnataka); so the stock 
is overpriced at current levels (closing price on October 27, 
2006, was Rs 2,256.20)." 

The real reason for the massive premium is probably its 
large exposure to other group companies and the equity mar- 





ket. BF Utilities has become something of a holding and inv- — 


estment company for the Kalyani Group promoters led by 
Baba Kalyani. The total value of its equity holdings stood 
at Rs 625 crore on September 30, 2006, compared to 
Rs 254 crore on September 30, 2005. 
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IWY ASOD HSIWN 


Venugopal Dhoot/ Chairman/ Videocon Industries 


“Going ahead, the company will continue to 
consolidate the number of companies in the group” 


“Infrastructure projects remain a key driver for us, 
but there’s also immense potential in real estate dev- 
elopment. Revenues from Hincon Realty” (its real est- 
ate arm which is developing a 10,000 acre township 
near Pune) “still don’t reflect in our balance sheet. 
Once this happens (complete development of 113 
million sq. ft will take 10 years), it will show in the com- 
pany's valuation." Hincon also plans to build an rr park 
on its 2 million sq. ft property in Vikhroli, Mumbai, and 
has the option of developing 1,500 acres of land near 
Thane, Panvel, Pune and Nasik. 

Meanwhile, Anil Agarwal's Sterlite Group has 
thrown up a clutch of winners. Four group companies— 
Hindustan Zinc (up 282.5 per cent to Rs 27,300 
crore), Sterlite Industries (up 217 per cent to Rs 23,636 
crore), Madras Aluminium (up 86.5 per cent to Rs 827 
crore) and Sterlite Opticals (up 78 per cent to Rs 
813.6 crore)—outperformed the BSE Sensex. They 
benefitted from the rising prices of non-ferrous metals 


WHAT MAKES BF UTILITIES VALUABLE 


Holding as on September 30, 2006 





*Company Name Total Shares — PriceinRs* Value 

| | (Rs crore ) 
Automotive Axles 1419 541 540.40 76.71 
Bharat Forge .60,83045 358.35 217.99 


Kalyani Steels 89,08,363 — 29305 26106 
Kirloskar Oil Engines 30,58,250 226.65 69.32 
Total Value 625.07 
*As on September 29, 2006 
Holding as on September 30, 2005 
Company Name Total Shares Price in Rs* Value 
| (Rs crore ) 


Automotive Axles 1059,96 521.9 55.31 
Hikal 436450 648.85 28.31 


Kalyani Steels 5829553 2823 164.56 


Kirloskar Pneumatic Co. 324800 15445 502  — 
Lead Financial Services 82,000 2895 — 024 
India — 429000 2495 107 
Skypak Service Specialists 50,000 169 0.08 
Total Value 254.61 
*As on September 30, 2005 Source: CMIE 
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bt 500 


The Laggards 


ET AIRWAYS HAS BEEN THE BIGGEST LOSER IN THE LIST OF 

Business Today's Top 500 companies. Its average 
market capitalisation (M-cap) between the first half of 
2005-06 and the first half of this financial year is down 
nearly 44 per cent, or Rs 4,723 crore, from Rs 10,744 
crore to Rs 6,021 crore. Consequently, it has fallen to #57 
in the ВТ 500 pecking order from #23 last year. Rising fuel 
and salary costs are primarily responsible for this. For 
the quarter ended September 2006, the company posted 
a loss of Rs 55 crore, compared to a net profit of Rs 61 
crore in the corresponding period of the previous year. 

This year, the laggards outnumber the gainers in BT 500. 
Of the top 500 companies, 267 companies underper- 
formed the benchmark BSE Sensex that recorded a 59 per 
cent rise in M-cap to Rs 14,02,575 crore, compared to Rs 
8,84,195 crore in the first half of the previous year. Of these 
267 companies, 68 reported erosions in M-cap. 

The performance of the pharmaceutical companies 
has also been disappointing. Ten of them witnessed a fall 
in M-cap. Ranbaxy Laboratories’ M-cap is down nearly 20 
per cent, or Rs 3,800 crore, to Rs 15,284 crore. Result: it 
plummeted down the rankings from #11 to #30. Biocon 
(down 11 per cent to Rs 3,873 crore), Nicholas Piramal 
(down 12 per cent to Rs 4,470 crore), Wockhardt (down 
6.5 per cent to Rs 4,312.5 crore), Novartis (down 10.5 per 
cent to Rs 1,495.5 crore), FDC (down 9.6 per cent to Rs 
824 crore), Ipca Labs (down 17 per cent to Rs 812 
crore) and Abbott India (down 17.5 per cent to Rs 824.4 
crore) were among the other losers in the pharma sector. 

Among the other biggies, Reliance Energy was the 


in the international market as well as a revival in the opt- 
ical fibre business. The first two, in fact, made it to the 
list of Top 100 gainers at #17 and #21, respectively. 

The Videocon Group also made large strides in 
the M-cap sweepstakes. Flagship Videocon Industries’ 
M-cap jumped 169 per cent to Rs 9,446 crore from 
Rs 3,517 crore. This lifted it to #44 from #59 on our 
list. Says Venugopal Dhoot, Chairman, Videocon 
Industries: “The two mega acquisitions in 2005— 
Swedish white goods giant Electrolux AB’s Indian sub- 
sidiary and French conglomerate Thomson s4's colour 
picture tube unit—have catapulted Videocon into the 
global league and are achievements of momentous 
significance for the group.” Last year, the flagship 
also merged subsidiaries Petrocon India and Videocon 
International with itself. “Going ahead, we will 
consolidate the number of companies in the group 
and broadbase their boards,” says Dhoot. He is betting 
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THE TOP 10 WEALTH DESTROYERS 























Companies H1* H1* Fall in % 
ҒҮ2006-07 РҮ2005-06 М-сар^ Change 
Jet Airways (India) 6,021.31 1074411 — -472279 -43.96 
Ranbaxy Laboratories 15,283.86 — 19,085.73 -3,801.86 —-1992 - 
Arvind Mills — — 11497117 —— 263513 — 113796 -43.18 
HFCL Infotel 94553 1,822.52 -876.98 -48.12 
KSL & Industries 843.26 164105 -797.79 -48.61 
Indusind Bank 124945 196775 -71830 -36.50 
Microinks — 84040 — 1,502.03 — -661.64 4405 
HCLinfosystems — 2,552.13 — 316385 -611.73 -19.33 _ 
Nicholas Piramal 4,410.03 5,078.36 -608.33 11.97 
Inda — — — Em " E 
Reliance Energy 10,581.47 11,143.09 -561.61 -5.04 
*M-cap in Rs crore ^ Rs crore Source: CMIE 


worst performing stock in the power sector. A senior exec- 
utive in a large domestic broking firm says: “Nothing concrete 
is emerging from the major projects announced by the 
company; there are concerns over its power projects in UP, 
its failure to bag any of the airport privatisation projects and 
its inability to pass on rising costs to the consumer.” The 
company's M-cap eroded 5 per cent to Rs 10,582 crore (Rs 
11,143 crore), dragging it down from # 21 to #39 in the 
M-cap rankings. Even Tata Power underperformed the 
BSE Sensex; its M-cap rose 30 per cent to Rs 10,147 crore 
from Rs 7,206 crore. This underperformance brought 
down the company from #28 to #41 in the m-cap rankings. 


big on oil. Videocon has a 25 per cent interest in the 
Ravva oil fields—which has proven reserves of 250 mil- 
lion barrels—on which it has already invested $180 mil- 
lion (Rs 828 crore). The group also has joint ventures 
in the oil and gas sector in Oman and Australia. The im- 
portance of oil to the group's financial performance 
shows up in its balance sheet. In the October 2005- 
March 2006 period (first half, as the company's finan- 
cial year ends in September), oil and gas accounted 
for 19.3 per cent of revenues and 49 per cent of profits. 

Among others, Financial Technologies was the best 
performing stock in the technology segment. The com- 
pany's M-cap surged 125 per cent to Rs 6,429 crore 
(Rs 2,852 crore), lifting it from #72 to #55 in our M- 
cap rankings. The company earns revenues on every 
transaction done on the Multi Commodity Exchange 
(MCX), its subsidiary. (FT supplies its technologies to MCX 
and charges it on a per transaction basis.) The stock is 
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Jignesh Shah/ CMD/ Financial Technologies 


YVA NINNOS 





“We plan to increase shareholder value by being — 
present wherever there is digital transaction” — 
| 


mainly driven by the immense growth prospects of the 
exchange. The company also expects to benefit from 


the recently started Dubai Gold & Commodity | 


Exchange, which uses its software on the same terms. | 


"Going ahead, we plan to increase shareholder value 
by being present wherever there is digital transaction," 
says Jignesh Shah, CMD, Financial Technologies. 

Unlike the rr and banking sectors, which largely 
underperformed the BSE Sensex, the financial services 
sector caught the fancy of investors. Companies like JM 
Financial, Reliance Capital and Indiabulls Financial 
Services cashed in on the sustained bull run and made 
good money on the bourses. jM Financial’s M-cap 
surged 745 per cent to Rs 1,781.4 crore, lifting it from 
#517 to #165 the вт 500 M-cap rankings. Similarly, 
Reliance Capital's M-cap rose 123 per cent to Rs 
10,974.5 crore from Rs 4,912 crore; and Indiabulls 
Financial Services’ M-cap went up 83.5 per cent to Rs 
4,534 crore from Rs 2,471 crore. 

There were only minor changes in the Top 10 
list. Reliance Industries retained its #1 position on 
the back of yet another impressive performance. The 
Mukesh Ambani led-company’s M-cap grew 60.5 
per cent, or Rs 53,359.5 crore, to Rs 1,41,641 
crore. Reliance Communications and Larsen & 
Toubro are new entrants in the Top 10 club. For the 
first half of 2006-07, the former’s average M-cap 
stood at Rs 37,202 crore, giving it #9 rank in the BT- 
500 m-cap hierarchy. 

Other sectors like sugar, automobiles and cement 
also gave handsome returns to their investors. Ш 
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Professor; Professor of Management, 
The Wharton School 


їй Bala G. Dharan, J. Howard Creekmore 
Professor of Accounting, Jones Graduate Schoo 
of Management, Rice University 


For Information 

Sandhya Karpe 

Director, Executive Programs 
* 1.215.898.5628 
karpe@wharton.upenn.edu 


For Application 
+1.215.898. 1776 (worldwide 
execed@wharton.upenn.edt 


`. http://executiveeducation.wharton.upenn.edu/india _ 
Ei. ا‎ „ А т | 





COMPANY AVERAGE MARKET CAP AVERAGE MARKET CAP 


H1 2006407 Rank 2005 H1 2005-06 7005-06 2004-05 


Reliance Industries 2144415 d 88,281.73 98,819.40 70,850.09 
_Tata Consultancy Services — — 92,123.16 : at 
Infosys Technologies, 93 8 2629422 _ 
Bharti Airtel 75,097.30 . 48,647.50 57,833.39 31116.12 

71,568.18 ` 681.81 — 57,406.80 42,838.36 








| Hindustan Lever _ 


„32276.45 c3 t 27,560.76 — 
3172121 .. 





16,349.65. 
16371.43 .  . 





. .2%636.24 
Hindalco Industries — 20,765.52 
< Grasim Industries 
pla ети 
НСІ. Technologies _ 
Siemens — 





Ranbaxy Laboratories E 
Mahindra & Mahindra — — — 1501308 36 . 9,272.87 — 
Unitech —— ج‎ 2 4,091.77 Aa 
Gujarat Ambuja Cements ___ 9.07 9  — 984169 8 
Videsh Sanchar Nigam ss ....,,11,909.98 2 823932 937796 527179 
ВВ ае. 11,427.78 | 040.68 7,587.18 3,618.85 
Reliance Capital — 








Dr. Reddy's Laboratories 
Zee Telefilms * 

eliance Energy . 

Nestle India 
Tata Power CO 0. 1014745 8,570.29 _ : 
GlaxoSmithKline Pharmaceuticals 10,024.88. 3.1 ,, 8,302.19. 5,335.21 

x Solutions = 969783 4l | 600869 ^ 7,1292 4385.59. 

Videocon industries —.—— _ 944588 _ 59 35164 6,230.30 _ 417.23 
Kotak Mahindra Bank __ 9,414.14 
Motor Industries Co. 





itratech Cement 
UTI Bank _ UN 
Jaiprakash Associates * 
Sun TV > 









-September, 2006 WE FY ended Jun. 30, 2005 Sept. 30, 2008 i3 Total Assets as on Mar. 2008 + FY ended Nov. 30, 2005 the year ended Mar 31, 2006 
8 FY ended Dec. 31, 2005 Q FY ended Jun. 30, 2006 $5 ROCE as on Mar. 2005 А FY ended Sept. 30, 2005 + FY ended May 31, 2005 + Unaudited financial results for 
H Demerged company b Newly Listed Company after @ FY ended Mar. 31, 2006 Ww FY ended Oct. 31, 2005 Ф Unaudited financial results for FY2005 (Mar 31) 


nas Not applicable N.A. Not available КОТА: Retum on total assets КОСЕ: Return on capital employed AH figures in Rs crore except ROTA, and ROCE, which are in per cent Source: CMIE 


ROTA - SALES NET PROFITS 


2005-06 2005-06 Rank 2004-05 2005-06 Rank 2008-05 













-89,127.46 1 7318147 9,069.34 | 
we 11,236.01 10 805111 ^ 271687 
....9,039.00 17. 6,86800 à 242100 
. 11,236.00 11 8,116.30 2,012.08. 
10,264 





7.57168 1946 
183142 6 

„1,904.00 
1,210.67 
1,494.82 









1941566 








- 00 л £e سر‎ 











4,583.39 . 1792 . ^ 3,1542 35 1917.50 
...9.84 


1121.19. 25 _ AT 
23,568.37 2 20,276.56 1,528.88 ^ 10 1,236.95 
E99, 2 33 3,339.34 1,257.30 13 1,036.50 d 
1821 17,4006 . 4 1587077 _ 38 347416. 
na 0.00 












5 
Ne 1925736 
3,155,880 








49,98 
























H 


...182310 20 427905 
12,483.43 8 1046371 _ 
5 J О. 7,194.96 — 
.../249833 ^ ; 1787 . 3103.62 19 2,400.89 
3694759 —— PUT qu 





...915,0 35 | 13.30 
.32, 88571 1915 
409.61 36.35 




























E 134 9,273.09 16 7,649.52. 


"2,359.68" 


85710 23. 1267 4 26.02 
653.13, 247 _ 509.33 69.3 190 2887 2164 
3,029.70" — 51 230670 ^ 468299 39 33679 1849» 
3,791.17 36 3,304.86 47936 38 _ 75637 
3,199.93 47 2,445.80 2 






























4,589.35 31 3.96708 61064 28 
. 1,609.50 96 1,505.96 502,081 36 
1153.82 139 90286 24080 52 19) 
5,706.60ах 26 1396 430.054" 42 — 
985.39 158 561.43 118.23 115 









_2_2,581.261й. 19 
. 1,853.26 ~9 
cn BK NOR аа 








































36 9 months ended Dec. 31,2005 — X Unaudited financial results for # 15 months ended Jun. 30, 2006 9 months ended Mar, 31, 2006 ФФ See Mel 
Di 15 months ended June 2005 the period ended Dec, 2005 @ 18 months ended Mar. 31, 2006 x 15 months ended Sep. 7 
00 18 months ended Dec. 31, 2005 XX15 months ended Маг 31, 2006 © 6 months ended Mar, 31, 2006 


Ait figures for 2005-06 are for 12 months ended March 31, 2006, untess otherwise mentioned 











COMPANY AVERAGE MARKET CAP AVERAGE MARKET CAP 


H1 2006-07 Rank 2605 НІ 2005-06 2805-06 2004-05 


EN ___ 
.7£,9441.57. 3538.70 _ 
4,607.88 1 2,055.19  Á.. 
5,147.44. 4451.9 — 

4,154.15 491.35 


Dabur dia — ^ 7,92843 58 392127 483626. 








Bharat Forge 
indian Hotels Со. 
Indian Petrochemicals Corpn. * 











1179.00. 
| 6,614.86 
6,428.70 






Financial Technologies (india) — 
BF Utilities — ^ 5 s 
Jet Airways (india) — _ 
Asian Paints" 
Bajaj Hindusthan 
Essar Ol 
Crompton Greaves SBS 2,674.18 3,42099 20 
Colgate-Palmolive (India) — 5193.89. 312 ..3,059.22 . 207716  .... 
Ashok Leyland Е 5,103.93 — 9 40.9 .. 3,493.66 «2,584.26 
Aditya Birla Nuvo — — . 505899 7l. 62.28 i 3,740.08 ooo 
Jindal Steel & Power — 5,003.75 

Patni Computer Systems 




















Tata Chemicals — "n 
reat Eastern Shipping Co. * 
Indiabulls Financial Services ——— 78090 00,818.02 
Nicholas Piramal India — ..4,470.03 A 5,272.01 3,829.72 
JSWStel — 













3,428.45. 
5,686.13 


Зеѕа боа * о #346.66 
я Punj Lloyd » u 4,330.09 
| Wockhardt 

Pantaloon Retail (India) — 








E. irloskar Brothers _ 
Aban Offshore | 
Century Textiles & Inds. 





















„3117337 , 
3,140.64 2,282.44 
3,002.00 | 2,643.47 
3,197.95 .. 8,155.98 





Matrix Laboratories * 





Cummins India HN | . 4,006.19 

Lupin . _ 4,001.95 
Cadila Healthcare m 3,894.64 
Biocon... Ae O 


| Godrej Consumer Products — — 









Glenmark Pharmaceuticals 
India Cements 
| Aventis Pharma 

Amtek AO — 000 ss ó 
| McDowell & Co. * 3,601.94 — 2,183.53 : 
| EIH 3,536.18. 2,538.14 1,394.47 
___3,533.57 2,917.48 820.21 
3,524.07 7 159661 2.04920. 1,087.53. 
3,432.58 — 113 1,657.61. 2,243.63 847.46 






479.79 






















Ф FY ended Nov, 30. 2005 the yaar ended Маг. 31, Z006 
+ FY ended May 31, 2005 + Unaudited financial results for 
Unaudited financial results fer FY2005 (Mar. 31) 


FY ended Jun. 30, 2005 Sept. 30. 2005 
FY ended Jun, 30, 2006 ЗЭ КОСЕ as оп Mar 2005 





nac Mot applicable N.A.: Nat available ВОТА Return on total assets КОСЕ: Return an capital employed Ali figures in Rs crore except ROTA, and ROCE, which are in per cent Source: CMIE 


ROTA SALES NET PROFITS 


2005-06 2005-06 Rank 4-05 2005-06 Rank 

















1372.39 . 122 1,273.59 18929 66 шщ 
£ с 1704.24 89 1,316.50 20703 60 16153. 27 
TARTS 2 1125.78 140 886.35 183.78 720 10586 14.94 
720.809 v .... 8,469.00 19 9,470.40 1,005.00 18 79014 3071" 
222.57 0751908 oi 93.75 31.95 








313284 ^ 
















.1,02844  . 1001 ^ 280412 2,256.15 


88887 ^. 2161. 121751 132 107253 137.80 ‚98 
3,714.94 | 6,200,54 24 4,908.03 327.32 48 


— 448278 — 2 2,786.39. 1,988.04 _ _ 18693 68 _ 
5,783.89 3,274.05 




























MOSS UNAM UNUM EUM 
1,508.40 102 1,308.21  . 26.41 
1160 6183 — 23 706140 _ 24. О 
Ж ....162 __ 893.03 __ 69 B1 16.90 
: 54. 169876 90 1,54958 126.990" 

14,80 


Ae 








..,0714 X 241 67242 ^ 0. S8 00173, 

1,656.52 91 131675. . 17570. 85 č 3 2.92 
1,717.43 87 121858 17900 76 8229 28.18 
1,338.80 — 126 1,151.90 16490 85 13140 2038 
222 689.32 















21154062. 448 0. 1,380.12 . 120 178856 & _ 51.32 243 2673 12.56 

216128 8.74. 75639 215 58723 18880 67 3342 18.60 
167145* — 624* 147090 109 87258 104269» 129 3814 .- 2544 
86 9215 _ 1,995897 . 99 97173 12325 109 5529 43.96 


1,035.11 155 409.50 87.80 
























Ж 9 months ended Dac. 31 
Li 15 months ended 
09 18 months ended D 


ed Jun. 30 5 9 months ended Mar 31. 
ths ended Mar, 31, 2006 х 15 months ended Sep. 30, 2005 
mths ended Mar 31, 2006 






COMPANY 


jubilant Organosys — — 
Britannia Industries. 


с Reliance Natural Resources н» 


. Batrampur Chini Mills + 


.Nagarjuna Construction Co. __ 


AVERAGE MARKET CAP 
HI 2006-07 Rank 2005 HI 2005-06 


347692 
3,166.15 

316158 5 
3,149.54 
3,137.85 


Tata Teleservices (Maharashtra) &—— — 


Titan Industries — 


Procter & Gamble Hygiene & Health Care _ 





Marico pm 

| MphasiS BFL — 

. Adani Enterprises 
United Breweries 
TVS Motor Co. __ 


Gujarat Fluorochemicals — ——— 


Godrej Industries 
Raymond 


Areva T&D India 

Pidilite Industries 

Sterling Biotech 5 
Bombay Dyeing & Mfg. Co. | 


„Hotel Leelaventure 
Essar Steel - 

HT Media | 
Hinduja TMT 


Bu aerindia —— — — 
Divi's Laboratories 

Apollo Hospitals Enterprise 
Triveni Engineering & Inds, #°_ 


2,827.80 0! 
2792.32 1 
2,773.67. 


2,773.29 


TRES SA 


2,578.42 


2288.98. 


2,275.86 


Shree Renuka Sugars и 


Exide Industries 
Birla Corporation 
Kirloskar Oi 


ngines. 


. Motherson Sumi Systems __ 


‚ Patel Engineering 


Mahindra Gesco Developers _ 


.. 2,197.53 1,318.53 


2,132.53 
2,106.72 


Kansai Nerolac Paints — __ 


Maharashtra Seamless * _ 
EID-Parry (India) 


8 FY ended Jun 
A FY ended Ju 


a Nasdu овал £^. 


Sent. 30, 20% 
ЭЭР ROCÊ as on Mar 2 


4h ку andad Bhan HY 


on Mar. 2005 
A FY ended Sept. 30, 2005 





AVERAGE MARKET CAP 
2005-06 2004-05 


2,756.79 — 
37.97 .— 
3,670.23 .— 
2,271.68 
2,014.53 


..1/2081 . 





„2,280.50 „2,003.78 — 
140518 1,355.54 
144807 . 38700 _ 

2,194.09 


1,750.97 





256.77 


Hin i 
‚1›950.44__ 


e‏ ا 
.2,953.86 
3,545.77 


1,248.55. 
1,748.46 


1,836.69 ^ 0 rie 
1,9751 1,523.69 

2,198.93 _ ЕНЕ 3 
1456.83 1,043.21 


2,042.74 








1,249.02 


1,543.93 1,035.86 


1,005.49 





1,714.65 








1817527 _ 


228650 _ 











Ф FY ended Nov. 30, 20 
+ РҮ ended May 31, 2005 


the year ended Mar, 31, 2006 
+ Unaudited financial results for 





SALES NET PROFITS 


2005-06 Rank 2004-05 2005-06 Rank 2004-05 





4507.18 104_ 1,218.88 138.79 96 11329 — 1773 
....876.68. 1782026 80 161829 ^ 14643 91 : 14986 3701 
910.33 00085 499 NA AIRE 487... МА. NAM 
1.834.249 — ^/C^ 2 1117.24 144 930.29 193.95 65 _ 18819 33.05M 
1,853.11 1,840.44 78 1,188.50 103.90 130 1 





















ТЕА г ДОА 38067329 247.77... 7603 170. 18 15 
.A09922  . :. 288 __ 9,336.47 15 13,513.53 11834 114. x 129 35 
.209 90614. 172 63233 1941 419 . 1404 24 
3,731.75 38 332125 122.86 

187.80 177.44 














.....1030.89 _ 
1,088.07 















795.47" — A569 — 961.17 164 в7489 зе 2 35.1188 
154 890.54 









3 53 265.51  . 
471233... ---..9(850.53 22 6,533.59 — ЕР БЕ z 
1079.84 AB 82332_ 199 62955 _ T T 8а 1401 
— 83909 580 5. 22431 _ 401 137.89 
693.55" 1,120.05! 
















4.71 















...01181.52 8 .J44764.32 84 1,192.53 10073 — 134 __ 
.,l403730 X 143352 — 134273  , 12577 106  . 8687. 
Aa 1,567.75 _ -1289.05 20058 62 ^ 17$90 ^ 2150 
7684 166 _ 6209 26.75 

7 177 4 




































Ж 9 months ended Dec. 31, 2005 Х Unaudited financial results for # 15 months ended Jun. 30,2006 5 9 months ended Mar 31,2006 © Fe 
Û 15 months ended June 2005 Һе period ended Dec, 2005 @ 18 months ended Mar 31, 2006 х 15 months ended Sep. 30, 2005 suspended beh 
El 18 months ended Dec. 31, 2005 XX15 months ended Mar. 31,2006 Ө 6 months ended Маг 31, 2006 2003-December 13, 












COMPANY AVERAGE MARKET CAP AVERAGE MARKET CAP 


H1 2006-07 Rank 2005 H1 2005-06 2005-08 2004-05 











Jammu & Kashmir Bank —  — 2 2,144.07 2,599.41 a 
Peninsula Land * 1929.71 





L WEM 0 _ 12173. 
Sundaram-Clayton — 192549 i 1,907.31 1,041.79 
_Ballarpur Industries | . 1,897.76 : 1,872.11 1,258.76 












lexaware Technologies — — — NN 
Mahindra & Mahindra Financial Services *__ 
Alstom Projects India 

Vardhman Textiles 

Deccan Chronicle Holdings — 
Astrazeneca Pharma India — &— — — —— | 
Anant Raj Inds. | Rb 1,825.31 528.20. 
„Sintex Industries — ^ ^ ^... 1,819.29 1,288.42 | 
Shoppers’ Stop 180773 Y 1449.50 — n.a. 
Gateway Distriparks * — — — — 1,805.95 160 123527 1,69043 
JM Financial — _ 1781.38 210.71 







Ansal Properties & Infrastructure 
Gulf Oil Corpn. 











| 1423.88 _ 101262 
ч 113943 13718 _ 
1,675.20 2 1,582.88 _ 67229 ___ 
1,672.87_ : 1,040.03 . 370.66. 

| 70.66 _ 1,111.20 





Jindal Saw __ 

SKF India — Р | 

Atlas Copco (ndia) — — — — 64.68 6 1 3 121964 — Я 
riram Consolidated | | _ 1,258.93 495.89 

Havell's India v 1,550.64 30 32.03 73544 203.95 

‘Ambuja Cement fasten —— | 154901 . 152 1279.62 1,207.94 





















Shree Precoated Steels — — А 
Orchid Chemicals & Pharmaceuticals 
Emami 
vind Mills _ 
Novartis лба 
GHCL. Ет 1491.92 264 64009 87775 262.84 
ABG Shipyard * | uro 1,701.48 n.a. 
Chamba! Fertilisers & Chemicals — 1487.93. NEC o NE 
Radico Khaitan | m 1,480.95 33.89. 1,113.15 
astructures ____ 89 
Asahi India Glass 
Gujarat Gas Co. 

















Jain Irrigation Systems # — .— —  —— 
Sundram Fasteners. 
Torrent Power AEC * 





H1: April-September, 2006 





E FY ended Jun. 30, 2005 Sept, 30, 2005 Су Total Assets as on Mar. 2005 Ф FY ended Nov, 30, 200: the year ended Mar, 31, 2006 


# FY ended Dec. 31, 2005 2 FY ended Jun. 30, 2006 M КОСЕ as on Mar 2005 A FY ended Sept, 30, 2005 + FY ended Мау 31, 2008 + Unaudited financial results for 
B Demerged company $ Newly Listed Company after @ FY ended Mar. 31, 2006 ¥ FY ended Oct. 31, 2005 + Unaudited financial results for FY2005 (Mar 31} 


NET PROFITS 








лышы E . . 179820 82 161035 . 17684 79 11507 баз 
os LLL 842,569 163.95 432 6223 _ 7718 164 982 101% 
62412. 1207 77328 212 64017 75.32 171 5341 35.94 
3.217.658 _ 5228 2,009044 68 227000 168109 81 13391 130 
411.878 358 7 77,544 43.33. 29 544 













3 wil 
128083 . 7418 __ 91440 171 71608 9202 144 5391 1456 
...41300 656 67791 238 50743 2711 375 1908 5337 
....290939 ^ К 445 93.66 __ 2 M9 __ 27.92% 
2 ] 489 13.76 11.40 


















9,711.26 14 899103 
189.02 419 ^ 147.02 
1,651.80 & 93 1,633.30 d 
730.22 223 722.61 
526.92 _ 


X. 


tia 








-2.28 
5,77% 
22.00 
50.388 
2:43:82 













ПОЕ. с a) 









AA 
442.57 


















be 212.460, AT 618.911 262 439.32 _ 
2:326.14 2495 2 2,476.38 61 1,905.35 
2593076 7 0d 1,115.15 145 666.04 
48399 - о 799.00 205 47224 
112 1,162.54 


1,576.5 


..46 2340 /J 33.258 
418 10443. 17.64 

210 3053 90.41 
„175. „4508 37.7508 


$0.05 19.89 






































1.202.618 ii 538.721% 283 594.86 — _713* 182 40.55 18.98 
5027.01. 815 941.74 281 376.65 93,68 148 — 34785, 94.40 
secus OAV BI 5. 746 2,750.40 58 — 2,690.49 — Р 61 22053 17.97 
EU EM 2829.30 194 767.64 ^  .. eB BOT 30.48 

1,148.22 : 3:63. — 1,344.76 125 999.07 














% 9 months ended Dec. 31,2005 X Unaudited financial results for # 15 months d jun. 30, 2006 © 9 months ended Mar. 31, 2006 
D) 15 months ended June 2005 the penod ended Dec. 2005 18 months ended Mar 31, 2006 х 15 months ended Sep. 30. 2005 
Iz) 18 months ended Dec. 2005 XX15 months ended Mar 31,2006 © 6 months ended Mar 31, 2006 


Ali hgures for 2005-08 are for 12 months ended March 41 2006. unless ntherwies mentioned 








COMPANY AVERAGE MARKET CAP AVERAGE MARKET CAP 
3 


H1 2006-07 Rank 2005 H1 2005-06 2005-06 2004-05 


Sanghi Industries * eee 138682 NA N 821.43 МА. 

3 i | 

J Ргај Industries _____ 1338197 

Тај GVK Hotels & Resorts — — — 1,377.90 

3M India PEDE 1,372.94 
ndum Universal _ 











Subex Azure — eee E 
Godfrey Phillips India — — — 1,329.38 2 86024 | 112244 
linda —— — — — — 1320.88 170114474 1,283.16 


1,319.58 | 153. 12767 1,256.50 








Monsanto India nears 
Dishman Pharmaceuticals & Chemicals — 


....5859 | 89191 / . 
. 1,306.25 . 105129 .« 
692.64 





New Delhi Television 
Blue Dart Express 
Karnataka Bank TM 
‘Essel Propack _ 185 1029.52 . 1,086.04 
Adlabs Films — m o LAd9702 i38 666.55 951.62 
Balkrishna Industries цуу 1195.18 C180 -- 1,064. | 1,479.98 
759.12 





Cranes Software Intl. _ 
Essar Shipping | 
KEC International ^ — — 





Alok Industries _ 1449 198 05058 
Himatsingka Seide | 113271 222 | 8264 103651 /. 
1,441.17 





_Bannari Amman Sugars 
Plethico Pharmaceuticals? — 





Himachal Futuristic Communications * 





Hi: April September, 2006 @ FY ended Jun. 30, 2005 Sept. 30, 2005 3 i Assets as оп Mar. 2005 * FY ended Nov. 30, 2005 the year ended Mar. 31, 2006 
8 FY ended Dec. 31, 2005 Gb FY ended Jun. 30, 2006 $? КОСЕ as on Mar. 2005 А FY ended Sept, 30, 2005 + FY ended May 31, 2005 # Unaudited financial results for 
И Demerged company $ Newly Listed Company afer € FY ended Mar. 31. 2006 Y FY ended Oct. 31, 2005 Unaudited financia! results for FY2005 (Mar. 31) 


n.2.: Not applicable М.А. Not available ROTA: Return on total assets ROCE: Retum on capital emploved AH figures in Rs crore excent ROTA, and ROCE, which are in ner rent Roure OMIE 


ROTA 
2005-06 


SALES 


Rank 


NET PROFITS 


2005-06 2004-05 2008-06 Rank 





170,23 
181.22 


429 

_ 426 

1114. 
(M8. 


11743. 
116.55 | 

129754 
„97119 — 


86 11238. 
306 2530. 
222 


29.90 


1,433.52 
1,089.36. 








H37410 _ 
284,461 


— 3 7 .. 
st BIS OM o COM er 





980.63 268 


109.77 
632.81 
172.88 


_ 257 


459 90.08 


138 922.54 


502.76 | 








.349 6:30. 14.64 
10.94 
19:96 
36.67% 


галь ШАВА A! а oss 146 
832479 M 


860.28 __7 


1,108.68 
1,486.47 107 
is 152.37 — 436 _ 
1,41275 
223.57 


_ 42344 
1,329.32 — 
436 — 13920 — 
117 113572 
403 122.85 





ENTE CIUS 
972.53 











Ж 9 months ended Dec. 31, 2005. — X Unaudited finan: Suits ¥ 3 months ended Mar 31, 2006 
С 15 months ended June 2005 the period ended Dec. 2005 2 1B months ended Mar. 31, 2006 х 15 months ended Sep. 30. 2005 
{E} 18 months ended Dec. 31, 2005 XXX18 months ended Mar 31,2006 © 6 months enced Mar, 31, 2006 


Ан Girse bre “МАГМА OE ara dee 1 manthe луда Marek 31 ANNE 








lane il bails ERA rma Merl 


COMPANY 


„Apollo Tyres — 


Gokaldas Exports 
Strides Arcolab "eo 
Entertainment Network (India) » 


Finolex Industries 


„Vertex Spinning * 


Gitanjali Gems » 


| Syngenta India — 


Mastek | 
Prism Cement — 


Karur Vysya Bank . 
Lakshmi Energy & Foods 
Finolex Cables. 

G i rma 


Madhucon Projects 


. Bosch Chassis Systems India 


coje á 
Sical Logistics — 
HFCL Infotel — 
lembi 
Inox Leisure + 
Dabur Pharma 


В Coromandel Fertilisers — 


Gujarat Stahl Rohren 
FAG Bearings India 
Ingersoll-Rand (India) 
Bhushan Steel & Strips — 


_Sasken Communication Technologies - 


Timken India 
S Kumars Nationwide 


ries 


ВОС India - 


Merck | 
(Infotech __ 

Balaji Telefilms | 
Bajaj Auto Finance 


Ruchi Soya Inds. * 


Kennametal india __ 


Phoenix Mills 


KSB Pumps 
Infotech Enterprises 


KSL & Inds. — — 


Madras Aluminium Co. 


Tulip IT Services »* 


ma Not an 





ended jun. 30, 2008 
2 FY ended Jun. 30. 2006 


МА: Hot available ROTA: Return on total assets 


Sept. 30, 2005 
M КОСЕ as on Mar. 2005 
9 Newly Listed Company after @ FY ended Mar 31, 2006 


AVERAGE MARKET CAP VERAGE 
H1 2006-07 Rank 2005 HI 2005-06 005-06 


. 106836 . 

105880 . 
1,040.66 
1,037.67 
1,036.58 


..1,065.90 
1,033.99. 


1,101.84 
929.32 


_1.000.87 
998.03. 
985.51. 
59 


1,005.67 


MARKET CAP 


2004-05 


..865.06 


Ce РИР 


602.35 
n.a. 


117136 |... 


826.43 


..95,68 ^ ...517 


1,007.55 
_ 940.51 
634.97. 


Ф FY ended Nov. 30, 2005 
+ FY ended May 31, 2005 





ROCE: Retum on capital employed All figures in Rs crore exceot КОТА. and ROCE. which are in ner cent 


the year ended Mar. 31 
+ Unaudited Bnancial results for 
* Unaudited financial results for FY2005 (Mar. 31) 





Stee: ГМЕ 





3 


ROTA 
2005-06 


3,008.30 
883.53 


331.348. 


531.029 
786.18 
558.62 

861.53 

92.25 





.3,070.38 — | 


269.43 
331.550 
890.96 


233.07 
4,952.58 
312.874 
54.88 
398.971 


2,662.53. 
717.30, 


305.93 
75.66 


GAUGE 


1,225.59 


2,867.91 _ 


224.28 
300.20 
346.26 
422.24 


163.09 


3,876.66 — 
256.62 
3872 __ 


334.13 


NET PROFITS 


21,08 | 
9579 _ 


Reif > 
.1$.88 | 


37.751 





36 9 months ended Dec. O5 X Unaudited fir 
Û 15 months ended June 2005 the period ended Dec. 2 
18 months ended Dec. 31, 2005 X X15 months ended Mar. 





Ай figures for 2005-06 are for 12 months ended March 31. 2006, unless otherwise mentioned 


COMPANY VERAGE MARKET CAP AVERAGE MARKET CAP 
НТ 2006-07 Rank 2005 Н 2005-08 2005-08 2004-05 


824.46 189 99923 1,022.54 860.98 








JB Chemicals & Pharmaceuticals 





Bombay Rayon Fashions э 
_Hindustan Oil Exploration Co. 
Bharati Shipyard — e 
rite Optical Technologies _ 
рса Laboratories _ 
Mcleod Russel India ® 
vambridge Solutions — —— — 
Gujarat NRE Coke ——— ...108 .  L17462.  . 109461 
.. Thomas Cook (India) А "m | _ 755.09. 
Shree Ram Mills » zm . г. Lo : a8. , 112556 — 
Automotive Axles — 79189. 96 75480 — .— — 
Rajesh Exports 00000 0 50. 557.11 
| Electrosteel Castings 
| Usha Мап 
iance Industrial Infrastructure 
Noida Tol! Bridge Co 
Grindwell Norton 
, Texmaco 





Clariant Chemicals (India) m 
Deepak Fertilisers & Petrochemicals Corpn. | 


_ Eicher Motors 
Mercator Lines 


Transworld Infotech 

Aztecsoft 

Ashapura Minechem p B 
Federal-Mogu! Goetze (India) * 
„Nava Bharat Ventures — — — 
Dhampur Sugar Mills 

Amtek India А 
Eveready Industries (India). 
, Jaybharat 1 

Monnet spat & Energy — — 704.96 320 
Manugraph Inda — .—. ..;,9940 MOB 5 
Macmillan India — nt ..59142 237 
Jyoti Structures — 





Educomp Solutions » | 
„Sahara One Media & Entertainment 





india Infoline _ 
Welspun India 
JK Lakshmi Cement 










the year ended Mar 31, 2006 
A ÊY ended Sept. 30, 2005 + FY ended May 31, 2005 + Unaudited financial results for 
¥ FY ended Oct. 31, 2005 © Unaudited financial results for FY2005 (Mat. 31) 


MN FY ended Jun. 30, 2005 Sept. 30, 2005 i Assets as on Mar. 2005 @ FY ended Nov. 30, 2005 
wd FY ended Jun. 3 906 H КОСЕ а M 205 
B Newly Lister зрапу after @ FY end 














2003-06 


...512.63* 
37873.— 


202.05. 
101.53 





ooo 254495 _____ 14484 | 


4,072.91 1.63 


.933619. 


9.730 





5,283.36 





MES eee 


1,087.13 





128.61 





457.13 





„330___3547 





„481.02 — 





286 — 
121.94* — 
493 


407.834 321 — 





ЗИ. 


685.18 


SALES 


Rank 





228 102.25 _ 
___94.53 


290 


40.16% 
26.69 
26.12 


24.08 


303. 
414 






5.93 





31.478 

| 26.10% 
0.30% 

_ 56.025 
29.20 


284.86 
124.77 
221819 
298.76 _ 36.864 
28 4,056.93 


___311:99®© 49__ 90.78 _ 
..2687*  : EA 
DLE 483008 
.320 22.62 _ 
200 43.09 





451. 


66.55 





..998.40 ^ ^ 


149 999.96 





cg 
6.839 
19.92 
42.15 
18.84 


2d 
„14:70 
13.72. 
22.03 


A082 __ 
82.34. 

501.05 

513.37 


а Al6 — 
„238 ___ 
494 














531,63 
_ 4,410.60. 


(1,539.06 
872.73 











363.18 








3% 9 months ended Dec. 31, 2005 


Û 15 months ended June 2005 the period ended Dec. 2005 


336 





X Unaudited financial results for # 15 months ended Jun. 30, 2006 © 9 months ended Mar. 


100 
184 


444053 __ 
862.91 

282.77 _ 
12805 . 


31.22 
11.66 
77.42 
24.849 
49.8 





443 











‚20% 





@ 18 months ended Mar, 31, 2006 х 15 months ended Sep. 30, 2005 


18 months ended Dec. 31, 2005 XX15 months ended Mar 31,2006 © 6 months ended Mar. 31, 2006 


Ali figures tor 2005-06 are for 12 months ended March 31, 2006, unless otherwise mentioned 


AVERAGE MARKET CAP 


HI 2006-07 Rank 2003 H1 2005-06 2005-06 


_.619.58 


Oriental Hotels 


; Orient Paper & Inds. 


Forbes Gokak 
ilcare 


Ramco Industries 
Igate Globa! Solutions 


КОИ 


616.0 





Cholamandalam DBS Finance 

_ GMR Industries а 

Prithvi information Solutions e. 
dia) * 








Zuari бше 
Hindustan Sanitaryware & Inds. _ 
Geometric Software Solutions Co. 

V E — 
KPIT Cummins Infosystems 
HEG 
Nucleus Software Exports 





eet Publications (India 
Esab India _ 
CCL Products (India) 
Parry Agro Inds. 
DS Kulkarni Developers — 
Sakthi Sugars 852.85 
; Jindal Poly Films | 
HBL Nife Power Systems * 















Hi: Apri-September, 2006 M FY ended Jun. 30, 2005 Sept. 30, 2005 3 Total Assets as on Mar, 200: Ф FY ended Nov 30, 2005 the year ended Mar 31, 2006 
V FY ended Dec. 31, 2005 FY ended Jun. 30, 2006 BROCE аз on Mar. 2005 A FY ended Sept. 30, 2005 + FF ended May 31, 2005 + Unaudited financial results for 
H Demerged company $ Newly Listed Company after @ FY ended Mar. 31, 2006 Y FY ended Oct, 31. al results for FY2005 (Mar 31} 





n.a. Not applicable М.А. Not available ROTA: Retum on total assets ROCF. Returs on саға) ануча АН fences in R 


ROTA SALES NET PROFITS ROCE 


2005-06 2005-06 Rank 2004-05 2005-08 Rank 2004-05 2003-06 


..25531 388 14837 
51283 289 32257 
1820.22 81 1,693.46 
339.74 283.82 
894.86 746.47 


_ 164.87 
1,031.73 
607.66 
239.62 
795.78 


_2,278.16^* 13i 1,325.474* 1,258.44 
470679 — 28° „552.949 279 1351.377 


„740.77 
214.97 
309.98 


_1128.70#___ _ 641,048 30392 a, 
„266.32 __ ЗЕР 1,291.85 1,154.15 Ko m 
805800 . - 858 .. 36798 32576 NE 9894 __ 

483.829 — ; {у 195.198 138.94 m 229 
255.82 TUM ew 184.30 138.54 


9 months ended Dec. X Unaudited financial results for # 
£115 months ended | the period en 2005 
ied Mar 31, 2006 





AVERAGE MARKET CAP AVERAGE MARKET CAP 


H1 2006-07 Rank 2005 Hi 2005-06 2005-08 2004-05 


Zensar Technologies 51540 346 422. m 0762 _ 
Subhash Projects & Mktg. * | | 513.97 54 0 | | ...54.25 
South East Asia Marine Engg. & Construction 513.80 | 3 207,63 
Sanghvi Movers — — — — — 06 





Supreme Industries —. 

an Industries (India) _ 
Ador Welding A P" 
Mysore Cements ns 
Assam Co. X Tm T 
TV Today Network — 
Mangalam Cement _ 





Dynamatic Technologies — — — 
NRB Bearings 

GVK Power & Infrastructure ^ — — 

Bombay Burmah Trdg. Corpn. —. 
Shiv-Vani Oil & Gas Exploration Services — 
Abhishek industries 

Rei Agro. "x 

Bhansali Engineering Polymers _ 


eg 

Apar Industries 

Nesco . mE 

Avaya Сіобаісоппесі — — —— 

South Indian Bank — 
emicals (India) 





Ruchi 
Paper Products 


Infrastructure 


EMCO TORRE SE 
Provogue (India) m 
Royal Orchid Hotels » 


Bajaj Electricals 


Kirloskar Pneumatic Со. 
Aptech — 0. 
Tata Coffee — 
Shree Digvijay Cement Co. 
Mahindra Ugine Steel Co. 





Lloyd Electric & Engineering * _ 





Himadri Chemicals & Inds. 


Hl: Apni-September, 2006 W FY ended jun, 30, 2005 Sept. 30, 2005 d i Assets К Ф FY ended Nov. 30, 2005 the year ended Mar 31, 2006 
В FY ended Dec, 31, 2008 J FY ended lun. 30, 2006 M ROCE as on Mar. 2005 + FY ended May 31, 2005 + Unaudited financial results for 
H Demerged company 9 Newly Listed Company after @ FY ended Mar. 31, 2006 # FY ended Oct, 31, 2005 + Unaudited financia! results for FY2005 (Mar 31) 





па: Not applicable М№А.: Not avaliable ROTA; Return on total assets КОСЕ; Return on capital emoloved АП Heures in Rs crore exceot ROTA, and RODE. whith arè in ner rent Source: CMTE 


SALES NET PROFITS 


2005-06 Rank 2004-05 









ae ...286082 214 226.84 398 129.58 


198256722908 397 176.31 
21919209. 960. 36760 334 22993 
198.89! 


18.65% 









131.14Х Ad — 11:58 454 ^ 519 10.2: 
159,89 433 1390797 2777 371 . 1642 23.56 
366.024 335 331,84 16.77 435 149206 18.084 
108.8 . 460  , 8807  Ál 91. 





„173.724 ____ 9654 _ 
LILII 855 _ 






40 


OM NEN NN 27.73 
wis EE eg. oe Е 14,04. 
478 28.83 à ^ 17859 3 427 ^, 36 2860, 

131 934.61  . 3997 301 _. 42.47 
461 112.60 


















LIIJ822, 1.18641, 435 115.02 1193 453  . "TX 1926 
...1036; ,. 6040 477 3973 2120 41 1826 2942 
..,546 .,. , 879.58 . 182 67624 2820 365 1366 4028 
4.995... 838.83 192 893.13 42.70 278 29.16 13.58 










. 89256 569 18700 424 19871 _ 2232 405 2870 1256 
...18214 8692 . 24997 389 10729 4879 ^ 255 ^ -999 58.01 
.....40628. 1601. 73834 219 _ 58624 6506 204 4816 5835 

39233 — 70 . 50416 297 312389 4591 267 $6400. 5471 


1,165.65 613 i 903.06 173 799.46 71.47 18i 537.03 13.01 





3$ 9 months ended Dec. 31, 2005 Хх Unaudited financia! resuits for # 15 months ended Ji 
Û 15 months ended June 2005 the penod ended Dec. 2005 & 18 
TE 18 months ended Dec, 31, 2005. XX 15 months ended Маг 31,2006 Ө 6 mont 


АЙ figures for 2005-06 are for 12 months ended March 31, 2006, unless otherwise mentioned 






30,2006 © 9 months ended Mar. 31, 20 
2 с 15 months ended Sep. 30, 2005 


COMPANY AVERAGE MARKET CAP AVERAGE MARKET CAP 


Ht 2006-07 Rank 2008 t 2005-06 2005-08 2004-05 


Sona Koyo Steering Systems —  — &— . 4 ..424 29957 30901 19805 
Vimta Labs — s 400 478 98 18 .178.28 
Wartsila India . 

hasun Chemicals & Drugs ___ 
_JK Paper as 

Savita Chemicals — 
„Bank Of Rajasthan 

Nitco Tiles» _ 


National Organic Chemical Inds. 





„Nahar Spinning Mills * 

Asian Electronics * - 

Visa Steel? _ ER 
Shreyas Shipping & Logistics — — — 
SS | 

Maharashtra Scooters 





Taneja Aerospace & Aviation — 
JTD Cementation India — — — 

Indoco Remedies __ 
Donear Industries 
Whirlpool Of India 

iru Arooran Sugars Pe pm 

ла Sugars __ _ 

Kajaria Ceramics 


Ansal Housing & Construction 
Rallis India 





Dewan Housing Finance Согрп. 
Shriram City Union Finance _ 

Spentex industries _ 
Saint-Gobain Sekurit India — — — 
Aarti industries 
West Coast Paper Mills * 
„Ке! Industries. 





Chemplast Sanmar — 
Pricol — . | тем 21 483.63 44461 . 
Kothari Products m i5 212.08 255.47 
| 21755 _ 

Mme 00 ‚ 19534 — 
Transport Corporation Of India + — 537. 45 233.15 
Eastern Silk Inds. * 
KRBL® 
Jagatjit Industries — —— 
XT. 
Flex Industries 









"September, 2006 W FY ended Jun. 30, 2005 Sept. 30, 200 73 Total Assets as on Mar. 21 * FY ended Nov. 30, 2008 the yi fay, 31, 2006 
E FY ended Dec. 31, 2008 Q FY ended Jun. 30, 2006 M КОСЕ as on Mar. 2005 А FY ended Sept. 30, 2005 + FY ended May 3 5 dited financial results for 
Н Demerged company # Newly Listed Company after @ FY ended Mar, 31, 2006 ¥ FY ended Oct. 31, 2005 Unaudited financial raguits for РҮ2ОО5 (Mar 31) 





n.8. Not applicable МА: Not available ROTA: Return on total assets НОСЕ. Retum on capital employed All figures in Rs crore except ROTA, апа ROCE, which are in per cent Source: CMIE 


SALES NET PROFITS 


2005-06 Rank 2004-05 E Rank 200 





262.29 ^^ 
170.84 
22418.40 _ 
347.178 
353.51 


41078 319 36412 _ 
..,55.20 480 52.20 
1958.08 71 1,788.39 
281.218 377 270.59 
369.36 332 332.60 

























a vr 

855,609 d— 
©. 2.232.640 
A ssec 702,83. 
| 187.97 





48534 300 44317 3004 358 1604 39 
156.55 434 107.29 10.78 18.65% 
11.72 















447,33" ‚ 4281059 302 55741 | i ... 56.021 
285.238 0. 8.818. — 217290 408 —— i, 2h26. 27.628 

942 14195 25.78 
_ 1,379.16 -14.51 


321,31a* 2.51. 18.274* 












Deos 36075 606 86.38 469 3420 2186 407 003 14.58 
| „35701 _ ; 688 - 72.63 475 ,., 3749... 1080 457 ^ à 364 1996 
2,958588 , , BM 22555 400 16331 . 4171 284 2710 9.30 

126210 251... 20401 413 18016 ___ 3187 . 355 23100 1744 

344.29 92 37409 331 390.51 10.05 460 =o] 11.49 








38 9 months ended Dec. 31 
Û 15 months ended 
18i 18 months ended De 





2005 х Cited financial results for 15 months ended Jun. 30, 2006 © 9 months ended Mar 31, 2 
2065 the period ended Dec. 2005 ig 18 months ended Mar 31, 2006 x 15 months ended Sep, 30, 2005 
. 31,2005 XX15 months ended Маг 31, 2006 © 6 months ended Mar 31, 2006 


ЁН Босна for NORTE ero fer 10 menthe andas Mari DI DONE itane eran mene insi 



















- HE. METHOD BEHIND THIS YEAR’ $ 













ge market capitalisation on 


for the first half. of the current fi- 





30, 
. further, a quick note on Reliance 















| government-owned. companies, 













nancial institutions, have been 
ea with separately, though the: 
meters used and the method 











0 arrive at our listing, we began 5 
M ith a master sample of 4,702, - 

E. being the number of all listed 

5 ompanies on the BSE.. vus 
overnment-owned companies 
nd anks were excluded and ` 

d Separately. After this ex- 
we were left with 3; 846 : 


; ded оп. а minimum of 20 
. per cent of the 102 days | in the: 
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| г таза of the ат 500 is very: 

(E. much the same as the опе. 
a used over the last two years. Шр x 
a deciding metric in the ranking of | 
_ the top 500 companies is their 


_ the Bombay Stock Exchange (BSE) 


-nancial year—that is, the period e 
- between April 1 and September - 
2006. Before we proceed any. 


b m and Septeniber and | с 
" capita as it stood be- tw 


. including publi ic sector banks and 2 | 


which each scrip a 
sed id rank fem are e the same. . 

a Es es . аре market cap, th 
‘valuable companies | 
: identified. and ranked 


: ompanies.: Companies. that were- 


































_ Communications (#9). The com e e! 

-. pany increased its equity base by 

rore-odd ea shares to some г ec 
Wd hee. 

















Moa market cap has a age mark 
. worked out to Rs 37,201.81 crore. 
| Coming back to the methodology, | 



















Having thus arrived 
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> India’s Most Valuable Public Sector Companies 


COMPANY 







il & Natural Gas Corpn. И 146,204.50 — 110,326.37 
TEC. = 84,263.39 — 7002172 
AndianOilCorpn. — .55,983.24 
Bharat Heavy Electricals 30,551.51 
State Bank Of India | 42,718.23 28,555.52 












91,951.00 . 
15,407.00 








National Minera! Devp. Corpn. + 
Steel Authority Of India _ 

GAIL (India) 

National Aluminium Co. 









Punjab National Bank — — .—— 

Neyveli Lignite Сор. — — — 12,796.13 . 9,731991 _ 
Bharat Petroleum Corpn. * 11,907.13 ^ 11,053.20 .— 
8,579.35 















Mahanagar Telephone Nigam * 









ontainer Corpn. Of India 


industan Petroleum Согрп. — — 





Canara Bank 
Bharat Electronics 

Bank Of Baroda 

Hindustan Copper + 

Mangalore Refinery & Petrochemicals - 





| | Infrastructure Development Finance Co, 








Union Bank Ота | 1 552098 __ eee alee: 
Oriental Bank Of Commerce _. oe E Ge 654220 X 533219 

Indian Overseas Bank a 9 ae 4,895.02 3,105.22 
Industrial Development Bank Of India - 












Bharat Earth Movers 
Syndicate Bank 
Andhra Bank eee aS 4,006.38 — 
Petronet LNG 4062.91 





2,513.66 







| |... 2,089.10 
Allahabad Bank 3,800499 _ 178760 








Engineers India - | | 3,190.69 
Chennai Petroleum Corpn. _ 


1,652.53 







Rashtriya Chemicals & Fertilizers 







Kochi Refineries * 





Vijaya Bank — — 
State Bank Of Mysore 
National Fertilizers — | _ 2,002.37 
State Bank Of Travancore 1.348.842 885.97 
Indraprastha Gas _ - 2,660.55 ^ 0 113194 
ОСО Banki i copus catene 11930.08 

State Bank Of Bikaner & Jaipur | . 1,022.11 

Dredging Corpn. Of India 






1,828.71 














C Housi inance 





Bongaigaon Refinery & Petrochemicals 
Bank Of Maharashtra 






* Unaudited Results (Sales and Hi: April September, 2006 WW As on Mar. 2005 
Profit) for the year ended ** ROCE as on Mar. 2005 Source: CMIE 
Mar. 31, 2006 + Unaudited financial results 


n.8.: Not applicable N.A. Not availabie КОТА: Retum on tota! assets КОСЕ. Return on capital employed: Ail figures in Rs crore except ROTA, and КОСЕ, which are in par cent 


14,894.60 
40,164.11 


2,209.49 —— 
70,232.48 

5,249.43 

2,433.16 





1,001.02 


4,590.75 — 
5,020.73 


..8 46,850.37 .— 


9 0 
1 160,235.08 


11 10,800.78 


5 38,095.66 


31021.47 
65,569.22 
5,632.59 

„38 1,995.12. 
2 66,649.88 


4,058.98 
4,676.16 





24951043: 


3,880.81 
4,260.35 
793.81 
248.33 


3,618.20 
2,623.40 

609.63 
4,644.99 





2,844.90. 
1,981.99. 
3,802.65 
912.49 
241.30 


3,510.36 
2,379.22 














All figures for 2005-06 are for 12 months ended March 31, 2006, unless otherwise mentioned 









=, The Next 500: Companies 501-1000 


COMPANY 

















Geojit Financial Services — ^ 
Ratnamani Metals & Tubes | 
Kirloskar Ferrous Inds. _ 








Amara Raja Batteries 
| Mascon Global + 
ANGAuo* — — — |. 
Pratibha Industries * | 

ios & | Information Technology + 
Ondeo Nalco India — 
Kirloskar Electric Co. * 

GTC Industries 5$ — 
Rajshree Sugars & Chemicals 
































Aegis Logistics —— — — — — 
BSEL Infrastructure Realty 

, Techno Electric & Engg. Co. + 
Shah Alloys _ 

Adhunik Metaliks в 

Herbertsons +- 












Indraprastha Medical Corpn. 
Spanco Telesystems & Solutions + 











90.497 
114.257 






















| tm m 
Ramco Systems — — — — — 1.29952  4B469 117.47 
| ‚ Henkel India — 304.168 


Natco Phar uM 
Solar Explosives * + 
Sonata Software _ 
| Liberty Shoes + 
Century Enka _ 
Swan Mills + 

































0.45 
Solectron Centum Electronics 198.83 
Gujarat Ambuja Exports — _ 1293.81 
Uttam Galva Steels 1898.37 







Navin Fluorine intl. 255.24 


Om Metals Infraprojects * 

Venus Remedies * ———0 
Jindal Drilling & nds * — — — — — — 
Mcnally Bharat Engg. Со. _ 

Allsec Technologies 

Andhra Pradesh P. 
_Oudh Sugar Mills 
Nahar Exports * 
Vipul 
Phoenix Lamps 
D-Link (India) 





































Hi: Apri-September, 2006 Mb ROCE as on Mar. 2005 Y FY ended Oct. 31, 2005 XX15 months ended Mar. 31, 2006 


# FY ended Dec. 31, 2005 хх ROCE as on Mar. 2004 + Unaudited financial results # 15 months ended Jun. 30, 2006 
W FY ended Jun. 30, 2005 OGROCE as on Dec. 2004 3€ 9 months ended Dec. 31, 2005 @ 18 months ended Sept. 30, 2005 
J FY ended Jun. 30, 2006 ++ROCE as on Mar. 2000 x 15 months ended June 30, 2005 © 9 months ended Mar. 31, 2006 
b Newly Listed Company after + ROCE as on June 2004 X Unaudited finsncial results for fhe °F As on Mar, 2005 

Sept. 30, 2005 A FY ended Sept. 30, 2005 period ended Dec, 2005 * 6 months ended Mar 31, 2006 


na: Not available МА: Not applicable ROTA: Return on tota! assets ROCE: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in per cent 
АН figures for 2005-06 are for 12 months ended March 31, 2006, unless otherwise mentioned 
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> 


LCOME T0 


EXPERIENCE WEBEX FOR FREE OR TAKE A DEMO. 


Raise -your-business’ profile: above the masses, Use WebEx for strategic planning sessions, 
product rollouts, sales; and creating online workspaces. for distributing critical information 
Accelerate your business by using web collaboration, Why wait? 


JOIN THE MOVEMENT © WWW.WEBEX.CO.IN THE WORLDWIDE WORKSPACE 











The Next 500: Companies 501-1000 





RANK COMPANY 


Kewal Kiran Clothing * 
RSWM | 
Mirc Electronics 















ETC 















Paramount Communications | | 6 
Celebrity Fashions * | 263 160,57 


aE 






Gujarat Sidhee Cement * 
Zenith Infotech 
Viceroy Hotels *_ 





Fedders Lloyd Corpn. 

City Union Bank 

Sujana Metal Products 1 
Marathon Nextgen Realty & Textiles 
Siyaram Silk Mills 























__ 702" 
. 7588*« 
"Ee „449.77 
Galaxy Entertainment Corpn. * 11.748 
Ugar Sugar Works _ 402.254 


| 





Solvay Pharma India — 
Saurashtra Cement 
Subs - 

Beck India | 
Logix Microsystems — 

Rain Commodities 

Agro Tech Foods — — = 
Mid-Day Multimedia ___ 
Suprajit Engineering 

Nectar Lifesciences 
| Andhra Cements * — — 
Piramyd Retail » 

Sangam (India) * 

Lanxess ABS 

Hyderabad Industries __ 

LG Balakrishnan & Bros. 
Dwarikesh Sugar Inds. 


























































далее, 
.38462 d 
929.16 
420.27 









Ennore Foundries 





Sunflag Iron & Steel Co. 







Denso India 





FCI Oen Connectors 
Magma Leasing 

















Alps Industries ^ __ 
Prime Property Devp. Corpn. * 
IFGL Refractories — ^ 
Best & Crompton Engg. 
Bhagyanagar India 

Link House Inds. +  &—— 
Micro Technologies (India) _ 









Revathi Equipment — 






Vakrangee Softwares | 
Indo Asian Fusegear * 








RPG Transmission 
Sharyans Resources 





Kernex Microsystems (India) * 


НІ: Apri-September, 2006 эр ROCE as on Mar. 2005 Y FY ended Oct. 31, 2005 XX15 months ended Mar. 31, 2006 


# FY ended Dec. 31, 2005 xx ROCE as on Mar 2004 + Unaudited financial results # 15 months ended Jun. 30, 2006 
Mb FY ended Jun. 30, 2005 OQOROCE as on Dec. 2004 Ж 9 months ended Dec. 31, 2005 @ 18 months ended Sept. 30, 2005 
Sa FY ended Jun. 30. 2006 ++ВОСЕ as оп Mar. 2006 х 15 months ended June 30,2005 5 9 months ended Mar 31, 2006 
$ Newly Listed Company after +b ROCE as on June 2004 X Unaudited financial results for the f As on Mar 2005 

Sept. 30, 2005 4 FY ended Sept, 30, 2005 period ended Dec, 2005 * 5 months ended Mar, 31, 2006 


na.: Not available — N.A Not applicable ROTA: Return on total assets КОСЕ: Return on capita! employed All figures in Rs crore except ROTA, and ROCE, which are in per cent 


All figures for 2005-05 ara for 12 months ended March 31. 2006. untess otherwise mentioned 





Our value added services 
make the relationship even more sweet! 





C= 


HP Aviation 


more than just fuel... 





A Business Unit of Hindustan Petroleum Corpn. Ltd 





The Next 500: 


COMPANY 


Foseco India 
. Suashish Diamonds 
Datamatics Technologies — 





Recron Synthetics * 
Ray Ban Sun Optics india 
Gabriel India 
Rap Media 
R Systems International + 
Tantia Constructions + 
Su-Raj Diamonds & Jewellery 
Godavari Fertilisers & Chemicals 
Shrenuj & Co, 
Kamat Hotels (India) — 
Genus Overseas Electronics 
Zandu Pharmaceutical Works * 
Nelco 
DCW 
Supreme Petrochem _ 
Southern. Petrochemical Inds. Corpn. 4 + 
Crew BOS Products 

_ Upper Ganges Sugar & Inds. | 
Classic Diamonds (India) 
Super Spinning Mills _ 
Arihant Foundations & Housing. 
Rane Engine Valves _ 








Companies 501-1000 


ROCE 


2005-06 
ч 
132.98 
870199. 
(61.63. 
48.71 
4 


| Suven Life Sciences — — — — |. 


Igarashi Motors India 
Tinplate Co. of India 
Sutlej Industries 





Universal Cables 

. Garden Silk Mills 

` Godawari Power & Ispat * 
Samtel Color — 
Dawn Mills Co. * 


indo Tech Transformers * 





Monnet Sugar ? NS 

Crest Animation Studios - * 
| Goodyear India _ 

Rajapalayam Mills 
_Teledata Informatics 

Pantaloon Industries 

Omax Autos + 

Fairfield Atlas 

English Indian Clays * 

Jhagadia Copper 

Rana Sugars * 

Aichemist 

Simbhaoli Sugars 





Everest Industries 


be ROCE as on Mar 2005 
хх ROC аг. 2004 
OOROCE es on Dec. 2004 
^ar 2000 
June 2004 


"v, 


AY ended Sept. 30, 2005 


nma: Not avsdabl NLA. Not applícabie ROTA: Return on total assets 
АЙ батас Fre SONA srs fne 12 mantha cedat kaeh F4 DADA ан 


101.829 
27076 | 
89331. 
12.330 
| 111.69 






FY ended Oct, 31, 2005 
d financial results 
ended Dec. 31, 2005 

15 months ended June 30, 2005 
Unaudited financial results for the 
period ended Dec. 2005 





P 15 months ended Mar, 31, 2006 
# 15 months ended Jun. 30, 2006 
18 months ended Sept. 30, 2005 
9 months ended Mar, 31, 2006 
7 As on Маг 2005 

6 months ended Mar. 31, 2006 





v 
+ 
x 

x 


ROCE: Return оп capital employed All figures in Rs crore except ROTA, and ROCE, which are in per cent 


niare чл ев omneis me) A 


“MY DAD WORKED HARD 
TO FULFIL MY DREAM 
OF BEING A PILOT. 


NOW IT'S MY TURN TO HELP 
MY SON EARN HIS WINGS." 


NY At DBS, we're here to help the дат of your generation, 
and your next generation take flight. 
Э»... DBS. Living, Breathing Asia. 


We understand that when you build wealth, you're also securing a future. Not just for your family, but for the generations to 
come. With our expertise in Asia and international banking standards, your wealth and your family’s future are in good hand: 
To find out more about Singapore's largest bank and Hong Kong's fifth largest banking group, visit www.dbs.com today 





The Next 500: Companies 501-1000 _ 


COMPANY AUE MAN | ROCE 


2005-06 












Webel SL Energy Systems + 
Emkay Share & Stock Brokers ^ 
Core Projects & Technologies —— 


South Asian Petrochem 









TRF 

Four Soft — 
Vishal Exports Overseas 
„Lloyds Steel Inds. n 
AF Steering Gear (India) 
KS Oils — 

Gemini Communication 












India Nippon Electricals 
Jindal South West Holdings — 
RPG Life Sciences 












JMC Projects (India) 






Ganesh Housing Corpn. + | 
Visualsoft Technologies — < . 18648 0. 
Fulford (India — — 
Harrisons Malayalam 






„8 
„146.76 














GV Films — 
Khoday india + 







Manali Petrochemical _ &«— 






Nagarjuna Agrichem S 
Aarvee Denims & Exports — 











Nalwa Sons Invsts. + 
Minda Industries 
Arrow Webtex ___ 
Lokesh Machines ? 
Amar Remedies + d 
Standard Industries 

Surya Roshni ^-—» ____ 
Riddhi Siddhi Gluco Biols * 
















НІ: April-Septernber, 2006 $# ROCE as оп Mar. 2005 ¥ FY ended Oct. 31, 2605 XX15 months ended Маг. 31, 2006 





W FY endad Dec. 31, 2005 xx ROCE as on Mar, 2004 + Unaudited financial results # 15 months ended Jun. 30, 2006 
@ FY ended Jun. 30, 2005 OGROCE as on Dec. 2004 3€ 9 months ended Dec. 31, 2005 @ 18 months ended Sept. 30, 2005 
G FY ended Jun. 30, 2006 ++ROCE as on Маг 2000 х 15 months ended June 30, 2005 9 months ended Mar. 31, 2006 
$ Newly Listed Company after ++ ROCE as on June 2004 X Unaudited financial results for the "$ Ason Маг 2005 

Sept. 30, 2005 А FY ended Sept. 30, 2005 period ended Dec. 2005 © 6 months ended Mar. 31, 2006 


n.a; Not available МА: Not applicable ROTA: Return on total assets КОСЕ: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in per cant 
Ali figures for 20075-06 are for 12 months enden March 31 2006 unless otherwise mantinned 







WRINKLE FREE 


THE 100% COTTON WRINKLE FREE SHIRT FROM PARK AVENUE 


ww parkavenue co an 





Made from 100% fine cotton compact spun yarns treated with speciality Liquid Ammonia Process (L.A.P) for long lasting wrinkle free 
effect. These shirts come with fused armholes that give them a clean, pucker free look that is ideally suited for a long day's work 


AUTUMN 


i Dark Avenue 


PLAY THE ышк A D 





wailable at Park Avenue Exclusive Stores in Agra (Pacific Mall - Opening shortly), Ahmedabad (Raindroy if i), Bangalore (Brigade Road), Chennai (Cit 
zentre, Mylapore | Anna Nagar), Delhi (C-Block, Connaught Place | Ajma ı Road, Karol Bagh | Bungalow Kamla Nag Gurgaon (The Metro 
Kolkata (Elgin Road), Lucknow (Zee Mall - Opening shortly). Mumbai (High Street Phoenix | S.V. Road, Santacr ilm Beach G hi - ( 


"une (F.C. Road), į |, NOBUS and other leading outlets fentsumarco 





Catch the 4 amazing videos, including 'Ey Shamaa' 
on all leading music channels 





WatchAnaidaon .  '- Zee Music 


More on Anaida on Bollywood Tonight, 
Cinemascope & Weekend Countdown — Zee Music 


` The Next 500: Companies 501-1000 


COMPANY 


EIH Associated Hotels — — — — — 
Century Plyboards (India) * 

Numeric Power Systems 

Rohit Fero-Tech* — —— 

Automobile Corpn. Of Goa 

Hitachi Home & Life Solutions (India) 
Precision Wires India 

Enkei Castallop — — 
Waichandnagar Industries 


Ramkrishna Forgings _ 
Morepen Laboratories + 
Maxwell Industries 
VIP Industries 

‚ Garware Offshore Services _ 





Zicom Electronic Security Systems  — 


Stone India — — 


Shringar Cinemas н 
Shriram Overseas Finance + _ 





Kanoria Chemicals & Inds. 

Jayaswals Neco — — — — s. 

Вайро 2117.52 | 
_ Lanco Industries + 

Deepak Nitrite — 

Kohinoor Foods __ 

Nova Petrochemicals * 

United Western Bank +. 

PBA Infrastructure » 





LKP Merchant Financing — — | 


_NEPC India * о ы _ 328.11" 
, Bannari Amman Spinning Мв, _ 33 
_ Central India Polyesters + | 2 | 306.957 
Dolphin Offshore Enterprises (India) — 

Mangalore Chemicals & Fertilizers 

Greenply Industries 

indal Worldwide + 

Heritage Foods (India) 
| Schenectady Herdillia 









H1: April-September, 2006 ЭР ROCE as on Маг. 2005 Y FY ended Oct. 31, 2005 XX15 months ended Ма 
# FY ended Dec. 31, 2005 *x ROCE as on Mar. 2004 + Unaudited financial results # 15 months ended Ju 
@ FY ended Jun. 30, 2005 QQROCE as оп Dec. 2004 36 9 months ended Dec. 31, 2005 @ 18 months ended Sep! 5 
2 FY ended jun. 30. 2006 ++ROCE as оп Маг. 2000 x 15 months ended June 30, 2005 G 9 months ended Mar. 31 
$ Newly Listed Company after +» ROCE as on June 2004 X Unaudited financial results for the f As on Mar 2005 
Sept. 30, 2005 А FY ended Sept. 30, 2005 period ended Dec. 2005 * 6 months ended Mar 31 


na.: Not available МА.; Not applicable ROTA: Return on total assets ROCE: Return on capital employed АН figures in Rs crore except ROTA, and ROCE. which are in per cent 
Alf figures for 2005-06 are for 12 months ended March 31. 2006. unless otherwise mentioned 


` The Next 500 | 
ji COMPANY 


Maharaja Shree Umaid Mills 
Rane Holdings 
SPL Industries * 
Repro India ? 
Transgene Biotek * 
Murudeshwar Ceramics. 
Rane Brake Linings 
Shilpa Medicare 
Thirumalai Chemicals —— 
Zenotech Laboratories + 
Kalyani Forge 
Jyoti * 

__Ind-Switt + 
Cheviot Co. 
ABC Bearings 
Ricoh India ——00— 
International Travel House + 
Steel Strips Wheels — 
Hi-Tech Gears * | 
Jay Shree Tea & Inds. 
Anuh Pharma * 
Poama* — 
Nippo Batteries Co. 


Honda Siel Power Products 
Pennar Industries * 

Eskay K'N'It (India) + 
AkshOptifibre — 

RM Mohite Textiles 
Bihar Caustic & Chemicals 
Grabal Alok Impex * 


Lumax Industries _ 
Vardhman Holdings. 
Wendt (India) 
Kopran * 





Silverline Technologies — — "t 3 
DIC India — m 221.888 
Kemrock Industries & Exports = : : 59.79 
Ansal Buildwel — E — o 11342 
Investment & Precision Castings | 2 ce е 54.78 
ORG; Informatics e a дызы ыы Ee 
Bajaj Hindusthan Sugar & Inds. * 

ТТК Prestige — — 

Seshasayee Paper & Boards — 

Fortis Financial Services * 








Indian Hume Pipe Co. 


НІ: April-September, 2006 $ КОСЕ as on Маг. 2005 Y FY ended Oct. 31, 2005 XX 15 months ended Mar. 31, 2006 








# FY ended Dec, 31, 2005 xx ROCE as on Mar. 2004 Unaudited financial results # 15 months ended Jun, 30, 2006 
M FY ended Jun. 30, 2005 ФОКОСЕ as on Dec. 2004 % 9 months ended Dec, 31, 2005 @ 18 months ended Sept. 30, 2005 
J FY ended Jun. 30, 2006 ++ROCE as on Mar 2000 х 16 months ended June 30, 2005 © 9 months ended Mar. 31, 2006 
9 Newly Listed Company after + ROCE as on June 2004 х Una d financial results for the 7$ Ason Маг 2005 

Sept. 30, 2005 á FY ended Sept. 30. 2005 period ended Dec. 2005 * 6 months ended Mar, 31, 2006 


nas Not available N.À.: Not applicable ROTA: Return on total assets ROCE: Return on сарӣ 
All figures tor 2005-06 are for 12 months ended March 31, 2006, unless otherwise mentioned 





iployed All figures ın Rs crore except ROTA, and ROCE, which are in per cent 


INIGNVINAG 
Adan SI 
ЕР; 


* 





(=. The Next 500: Companies 501-1000 






COMPANY ROCE 


2005-06 


Vivimed Labs * 79020. 



























FCS Software Solutions o 11541. 
Wanbury — 00 s .. 116.09 
: Raipur Alloys & Steel + 215.650 
Kale Consultants _ 62.58 


Carol Info Services - | M 
GE Capital Transportation Financial Services. 





Electrotherm (India) +. 
TCI Industries 





Sirpur Paper Mills 
Visaka Industries — 





Themis Medicare — a 
Loyal Textile Mills * 

SAL Steel * _ 
IOL Broadband — — 0 
Moschip Semiconductor Technology * _ 
Zenith Computers — 
UP Hotels * 





















MSK Projects (Indi) — — —  — 

Ambika Cotton Mills 
GM Breweries 50s 
Surya Pharmaceutical — 

Banco Products (India) — — 
Shri Lakshmi Cotsyn 
Titanor Components 
Ultramarine & Pigments _ 





























Petron Engineering Construction * 
Venky's (india) _ 


„Ruby Mills — ^ |. 
Facor Steels 









Hind Rectifiers ^ 
Indian Resort Hotels 





IG Petrochemicals — — /—  — — 
Gillanders Arbuthnot & Co. + _ 

Ankur Drugs & Pharma * 

Torrent Cables _ 





Hanil Era Textiles + 





Aurionpro Solutions » + _ 
DMF 

Jindal Photo * — | 
Energy Development Co __ 
Bhartiya International 

Rane (Madras) č 
Visesh Infotecnics 



















12.98 








Jay Bharat Машї. 
Sanwaria Agro Oils + 


НІ: April-September, 2006 P КОСЕ as on Mar, 2005 Y FY ended Oct. 31, 2005 XX15 months ended Mar. 31, 2006 


# FY ended Dec. 31, 2005 xx ROCE as on Mar. 2004 + Unaudited financial results # 15 months ended Jun. 30, 2006 
@ FY ended Jun. 30, 2005 OOROCE as оп Dec. 2004 3$ 9 months ended Dec. 31, 2005 @ 18 months ended Sept. 30, 2005 
2 РҮ ended jun. 30, 2006 ++КОСЕ as on Маг, 2000 * 15 months ended June 30, 2005 & 9 months ended Mar, 31, 2006 
Э Newly Listed Company after ++ ROCE as on June 2004 X Unaudited financial results for the f$ As on Mar 2005 

Sept. 30, 2005 A FY ended Sept. 30, 2005 period ended Dec. 2005 i 6 months ended Mar. 31, 2006 


na. Not available — N.A.: Not applicable ROTA: Return on total assets ROCE: Return on capital employed АЙ figures in Rs crore except ROTA, and ROCE, which are in per cent 
Ail figures for 2005-06 are for 12 months ended March 31, 2006, unless otherwise mentioned 






















































































































































































































































































Convenient schemes to 
suit varied customer needs 


.— TMB Savings Account... 
ө Premium o) 


Ё 


Í—————————Mü 


vius Current Account — 
Diamond e Platinum | 
ilver | 


le Pearl e e Gold « ° Silver 





all bran? 


if 


Demat Services e Mutual Funds ә Free ATM 





b Tamilnad Mercantile B r 


e 1821 Regd. Office : 57, VE- Road, Тһоойикчаквв 002 Website- WWW EOD: in 


Special Fe atures | 


е Cash deposit ог withdrawal at all 173 


branches. 


. Multi City cheques payable at par at 
“all the branches. 


ө All upcountry cheques can be 


deposited at places where they are 
drawn for immediate credit. 


e Free cheque book & Demand Draft 
e Free statement through email 


e Instant fund transfer / RTGS / NEFT 
facility 


e Мо folio charges 
e Fastest outstation cheque collection 


e Computer printed Pass book for ali 
SB accounts 








Card e 100% RTGS enabled branches 185 





"Conditions apply 





COMPANY 





























Nagreeka Exports * 
; Granules India. 


Sunil Hitech Engineers ? 
Sudarshan Chemical Inds. 








Gujarat Apollo Equipments 
KLG Systel * 
Dharani Sugars & Chemicals 
PSI Data Systems. 
Indian Card Clothing Co. 
Gandhi Special Tubes 








Panchmahal Steel * 
NRC 






SRF Polymers 
Panoramic Universal 
First Leasing Co. Of India _ 








Ginni Filaments 





Tricom India * 
MM Forgings 
Raghav industries * 
KEC Infrastructures 
Grauer & Weil (India) 
lon Exchange (India) 
Shiva Texyarn 

Prime Securities — 
























Morarjee Textiles 
Pentamedia Graphics * 
Hatsun Agro Products = 
1 Selan Exploration Technology * 
Deccan Cements 

Jupiter Bioscience * 

‚ Videocon Appliances 

Mukta Arts І 
Chowgule Steamships 

SBEC Sugar. 

Porritts & Spencer (Asia) 






















Bartronics india * 

| Lakshmi Mills Со. 

Tripex Overseas 

Diamond Cables 

insilco | 

Shri Ramrupai Balaji Steels * 
Aarti Drugs 

. KM Sugar Mills * 

Alembic Glass Inds. 

Synergy Multibase i 
Krishna Lifestyle Technologies * 
SIEL 


Hi: Agril- September, 2006 à ROCE as on Mar 2 


a ғ ded De 





i, 2005 xx ROCE as on Mar 
0, 2005 GOROCE as on Dk 
30, 2006 

mpany after 


pe N.A.: Not appheabie ROTA: Return on tola 


DAE AA Aen dee EO cete 





Srinivasa Shipping & Property Devp. 


Ashiana Housing & Finance (India) 


Consolidated Finvest & Holdings * 













ROCE: Retum 


ee nein re 


basen %1 GAPE 


` The Next 500: Companies 501-1000 







| 175.553 
137.748 












146.05 
322.39 











18.79 
170.03 
78375 
1,130,744 
39.99 



















19.41 
„140.14 
90.79хх 
448.42 
279 














ns ended Mar, 31, 2006 
nths ended Jun. 30, 2006 
18 months ended Sept, 30, 2005 
9 months ended Mar, 31, 2006 

s on Mar. 2005 

5 months ended Mar 31, 2006 







сара! employed Ail figures in Rs crore except ROTA, and ROCE, which are in per cent 


та 


Wow: the most productive meetings in 


t 
Б 
Š 





Punjabi by Nature. The perfect reason for you to mix business with pleasure. Discuss your strategies over the delectable Jhangi 
Chaamp, have meetings over the exotic Bataer Masaledar or simply entertain your guests to the famous Raan-e-Punjab 
It's probably the most satisfying business decision that you will ever make 


FOR RESERVATIONS, PLEASE CALL: 


GURGAON | SECTOR 18, NOIDA | VASANT VIHAR, DELHI 


CITY SQUARE MALL, RAJOURI GARDEN 
95124-4143666, 4144666 95120-2514432 | 41516666, 41516667 


COMPANY 


Sharon Bio-Medicine | аА ___36.99 
Media Video | | 70 107.05% 
Entegra Infrastructurs 

Fem Care Pharma 

WS Industries (India) + 

NCL Industries Ф 

Kesar Enterprises 

Garware Polyester * | 

Phillips Carbon Black 

Chemfab Alkalis 


Pearl Global * 

Gangotri Textiles 

Vardhman Polytex 

Country Club (India) + 
Hitech Plat 
Aeonian Investments Co. 
Sandesh 
Archies ^ sus 
Gallantt Metal * 


AVT Natural Products 000000 a... 

Kinetic Motor Co —— — | 4. . 237.8640 

Karuturi Networks # 00000 ш 

Caprihans Inda — 16 — 137.19 
1 Deccan Gold Mines * | T | 
, Bayer Diagnostics India | 

Warren Tea | 

Andhra Petrochemicals | 

Bimetal Bearings 

Sujana Universal Inds. 

Banswara Syntex " 

industrial Investment Trust 

Blue Star Infotech 

Saksoft* — 

Automotive Stampings & Assemblies 

Maadhav Granite & Realty + 

Ajanta Pharma | 

Steelcast 

Hindustan Composites _ 

Futura Polyesters 

бийс Biosciences | 

Kakatiya Cement Sugar & Inds. 

Dhanalakshmi Bank — — _ 

Apollo Sindhoori Capital Invsts. 

Shivalik Global 


Sarla Polyester - 
Samkrg Pistons & Rings 





> Apri September, 2006 b) ROCE as on Mar. 2005 ¥ FY ended Oct. 31, 2005 хх 15 months ended Mar, 31, 2006 


W FY ended Dec. 31, 2005 xx ROCE as on Mar. 2004 * Unaudited financial results * 15 months ended Jun. 30, 2006 
@ FY ended Jun. 30, 2005 GOROCE ss on Dec. 2004 3 9 months ended Dec, 31, 2005 @ 18 months ended Sept. 30, 2005 
Q FY ended jun. 30, 2008 А+ ОСЕ as on Mar 2000 х 15 months ended June 30, 2005 © 9 months ended Mar. 31, 2006 
& Newly Listed Company after ++ КОСЕ as on June 2004 X Unaudited financial results for the "j As on Mar, 2005 

Sept, 30. 2005 A FY ended Sept. 30. 2005 period ended Dec. 2005 * 6 months ended Mar 31, 2006 


na: Not available МА: Not applicable ROTA: Return on total assets КОСЕ: Return on capitai emploved All figures in Rs crore except ROTA, and КОСЕ, which are in per cent 
АН figures for 2005-06 are for 12 months ended March 31, 2006, unless otherwise mentioned 






































































































































Rh 


COMPANY 


1 __ Ambalal Sarabhai Enterprises + 
2 — Zenith Birla (India) 
„TVS Electronics + 
.. Jolly Board 
„Harig Crankshafts 
__ Satra Properties (india) 





_ Bihar Sponge tron * — — 
| Nicco Corpn. 
| Rasandik Engineering Inds. India 
Plastiblends India C EM 04.5.7 
Today's Writing Products ,, 8055 22.9162. 94.551 
X. ЕСЕ Industries + u В 51:53. 89.397 
„JK Agri Genetics + ТЕ 61.76" 
‚ JBM Auto 998658 127.33 
Zen Technologies * En 
Sulzer India - 





, Empee Sugars & Chemicals _ 
_ SB&T International + 





|.972.. Onward Technologies 
973 Ѕаіога International 


.974 Punjab Chemicals & Crop Protection 
:975.. Pitti Laminations 
_ Advani Hotels & Resorts (india) + 

| SPEL Semiconductor — — 
Premier _ 

| Agro Dutch Inds, + 

) 4| Cyber Media (India) 

|__ Мама Cotton Spg. Mills 1688 — __ In 
_ National Steel & Agro Inds. 75.70 ET M 1991.13 

— —— ette O OE - ^. 9 102 т 

34 — Talbros Automotive Components 2274.83 _ A 84.8 | 142.96 
M Star Paper Mills 

: Pioneer Embroideries + 








Birla Ericsson Optical _ 
; JT People (India) — 
4] Millennium Beer Inds. * — . А 
930 Krone Communications —— — 
|.991 Tudor india 
:992  APW President Systems 
993  JayantAgro-Organics — 
.994 Gujarat Borosil 
995 Sterling Tools + 
_ Fortune Informatics + _ 





| Welspun Syntex 
| | Sayaji Hotels 


2 


|. Lotte India Corpn, — 
JK Investo Trade (India) 








ux | 





H1: Aprit-September, 2006 9» КОСЕ as on Mar. 2005 W FY ended Oct. 31, 2005 





XX 15 months 

a FY ended Dec, 31. 2005 xx ROCE as on Mar. 2004 + Unaudited financial results # 15 months 

® FY ended Jun. 30, 2005 ФОКОСЕ as on Dec. 2004 * ths ended Dec. 31, 2005 а: 18 months 
J FY ended Jun. 30, 2006 ++ROCE as on Mar. 2000 x 15 months ended June 30, 2005 "s 9 mont 

$ Newly Listed Company after +$ ROCE as on June 2004 X Unaudited financial results tor the “EAS on Маг 

Sept. 30, 2005 А FY ended Sept. 30, 2605 period ended Dec. 2008 * 6 months 


nas Not available N.A: Not apphcable ROTA. Return on total assets ROGE: Return on capital employed АН figures in Rs crore except ROTA, and ROCE, which are in p 
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Reliance | 


Reliance Petro. 


n 
VSNL 

Ж 
Wipro 


Infosys Tech. | 


Hindalco 
HDFC: 
-Bajaj Auto 

























































































































































































































































































































































































































































































nce -Reliance Reliance 
і. ы К н HLL 
0 e ICICI Bank | dq 
0 S HL D. Bajaj Auto 
мот Hindalco 
iico to т TISCO 
vem. Hindalco | HDFC 
lank Bajaj Auto LT 
t atache D BS Infosys Tech. 
| nao Tesco BSES 
dU 
| 
5.14 


















































































































































































































































































































































































































































or the frequent traveller. 























ICICI E 
Infosys 
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2 op 10 Through The Years: Net Pro 




















































































































| Tata Steel -— Reliance 
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n “Telco | 00 
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| Century Textiles | 
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ago, whe ess Toda | Hindalco rasim 
edition or BI 500, the ш 
Juay, 0 се 0 _ 
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Reliance Industries _ 
TCS — 
=a е 10р 10 = 
Infosys Technologies —— 





H 
LAU 
CS 
* 

= 

D 
































" Wipro 
+ © & = ITC 
2 8S9 = HLL 


ICICI Bank 





Reliance Communications 
i L&T 


RS cro 006-0) 






























































The preferred card 





` flying out of town on business: Rs 


running into the person who taug 


Gold M: 


5uje 751i 


ui 


*Conditions apply • This offer is valid till April 30, 2007 and may be withdrawn without notice at апу E SHANKAR 





Use your MasterCard Platinum Card, 
Titanium Card or Gold Card and 
enjoy exclusive access* to premium 
airport lounges across India. 


py MasterCard 
L О О М С El 


` 
1] 


TITANIUM 


SS eee O жө er 


"т 


^ , 4 
Tot omm m d qr ap P ما‎ de ie اا‎ 


"m 


rt 


MasterCard 


there are some things money can't buy, 
for everything else there’s MasterCard. 


at Delhi, Mumbai, Kolkata, Chennai and Cochin • To know more about other MasterCard privileges you can enjoy, visit www.mastercardmoments.corr 

















HLL 
ITC 
RIL 
Wipro 
Bajaj Auto 
Infosys 
Tata Motors 
Nestle India 
NIIT 
L&T 


08 




















































































































Wipro 
HLL 


Infosys 


RPL 
тС 
HCL Tech 
Zee Tele 


Satyam 


Kanha HFCL 


































































































RIL 
HLL** 
тС 
Tata Motors 
L&T 
Tata Steel 
Grasim 
M&M 
Bajaj 



























































































































































HLL 
Wipro 
0 Infosys 
ИС 
Ranbaxy 
Ranba HDFC 
| ICICI Bank 
Bharti Tele-Ventures 
Dr. Reddy's 


ОҢанвайй ON qv 


ation between Ani 








RIL 

NL | HLLXX 
ITC 
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Free to discover opportunities 
Free to enjoy privileges 





Turn to page 204 





Free for Life 


Y 


ICICI Bank 
Credit Cards 


To apply, visit wwwucicibank сот or SMS CARD «YOUR CITY» to 676766. 








Conditions apply. 










































































` Free to live the way | please 
Free to own everything with ease 





Free for Ше. 





Р Credit Cards 


To apply, visit wenn icitiank.com or SMS TARD < YOUR CNY >! 678768. 
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BT 50: Top 10 Gainers 
in Percentage Terms 


| Jaybharat | Anant. | BF Prajay Engg. ' 
о Textiles& "— Rajinds. Utilities’. ' Syndicate | 
Lok Real Vertex JM Spentex Era 
` Rousing & Estate Spinning Financial Industries... Constructions 
Construction Bank 


21884 9039 965.4 9074. 7671 7454. 7227 5838 493.9 4691 


KSLA HFCL Micro Arvind Jindal Indusind JCT Bank Of Gujarat 
Inds. Infotel inks Airways Mills Poly Films Bank Rajasthan NRE Coke 


-36.3  -338  -322 








I E | a la. 
| | + 
BD 


| Performance Highlights 


for the Quarter ended 30th September, 2006 
Net Profit | 
Моп Interest = Rs. 194 ст.) : 
Income | 02002: 218.03% | Operating Profit 
Rs. 192 сг. | Rs. 428 cr. 
02002: 37.14% | 02002: 19.89% | 
= Net Profit Per = 
Employee | Total Business Book Value 
| 
Rs. 3.01 lacs | Rs. 139,972 cr. Rs. 88 
02002: 216.84% | 02002: 18.79% | 
^ BusinessPer r- ‚ EPS l 
Employee | (Annualised) j 
Rs. 543 lacs | пит = Rs. 15.38 | 
| Net NPA | 
: 19.60% | : 189.64% | 
02002: 19. ئ‎ 1.24% 02002 á { 
_ 02002: (-)9.5% |. 
We thank our customers for helping us achieve these results. 
www.unionbankofindia.com 
ara TF site feu Union Bank of India 
HES сәт, AC ID PS Good people to bank with 
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Timken, 
what we do best 

is help you. As a global 
leader in friction management 
and power transmission, we 
work closely with some of the biggest 
brands in the world, using our expertise to 
improve performance with innovative, value- 
added solutions. 

We have a world-class technical center 
right here in India, and our local capabilities 
and unmatched experience can provide 
you with insightful, practical solutions 
to meet your needs. To find out 
how we can help, please visit 
timken.com/india. 


Bearings * Steel * Precision Components * Lubrication * Seals 
* Remanufacture and Repair * Industrial Services 
Bangalore: 91-80-28521109 | Delhi: 91-11-26850180 | Kolkata: 91-33-22810231 


| Pune: 91-20-25511856 | Jamshedpur: 91-657-2210293 Where You Turn 
www.timken.com 


Timken® is the registered trademark of The Timken Company (NYSE: TKR) 
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[| 192 A BG Shipyard 
27 ACC 

240 AlAEngg | 
895 Aarti Drugs 
487 Aarti Industries 
687 Aarvee Denims & Exp. 
79 -Aban Offshore 
| 301 Abbott India 
765 ABC Bearings 
` 668 ABG Heavy Inds. 
- 419 Abhishek Industries 
2 Adani Enterprises 
17 Adhunik Metaliks 
| ва Aditya Birla Nuvo 
233 Adiabs Films 
409. Ador Welding 
‘976 Advani Hotels & Resorts 
513 Aegis Logistics | 
917 Aeonian Investments 
394 Aftek Infosys 
979 Agro Dutch Inds. 
572. Agro Tech Foods 
360 Ahmednagar Forgings 
939 Ajanta Pharma 
781 Aksh Optifibre 

648 Alchemist 

| 273 Alembic 
897 Alembic Glass Inds. 
175 Alía Laval (India) 
33* Allahabad Bank 
544 Allsec Technologies 
242 Alok industries 
588 Alps industries 
157 Alstom Projects India 
| 697 Amar Remedies 
504. Amara Raja Batteries 


172 BUSINESS TODAY 








LIST ОЕ COMPANIES IN ‘ 
ВТ 500 AND THE NEXT 500 - 


RANK COMPANY 

951 Ambalal Sarabhai Ent. 

824 Ambika Cotton Mills 

184 Ambuja Cement Eastern 

90 Amtek Auto 

338 Amtek India 

161 Anant Raj Inds. 

31* Andhra Bank 

576. Andhra Cements 

930 Andhra Petrochemicals 

545. Andhra Pradesh Paper Mills 

506 ANG Auto 

839 Ankur Drugs & Pharma 

793 Ansal Buildwell 

479 Ansal Housing & Cons. 

166 Ansal Prop. & Infrast. 

772 Anuti Pharma 

424 Apar Industries 

138 Apollo Hospitals Ent. 

946. Apollo Sindhoori 
Capital Investments 

251 Apollo Tyres 

440 Aptech 

992 APW President Systems 

919 Archies 

124 Areva T & D India 

624 Arihant Foundations 

695 Arrow Webtex - 

189 Arvind Mills 

196 Asahi India Glass 

334 Ashapura Minechem 

856 Ashiana Housing & Fin. 


. 63 Ashok Leyland 


463 Asian Electronics 

209 Asian Hotels 

58 Asian Paints 

411 Assam Co. 

257 Astra Microwave Products 
160 Astrazeneca Pharma India 
181 Atlas Copco (india) 
469 Atul 

842 Aurionpro Solutions 
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136 
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RANK COMPANY 

97 Aurobindo Pharma 
705 Automobile Corpn. Of Goa 
314 Automotive Axles 

937 Automotive Stampings 
426 Avaya Globalconnect 
89. Aventis Pharma 

922 AVT Natural Products... 
333. Aztecsoft 


373 BASF India 

56. BF Utilities 

249. BL Kashyap & Sons 
287 BOC India 

16  Bajaj Auto 

291 Bajaj Auto Finance 
434. Bajaj Electricals 

59  Bajaj Hindusthan HIS 
796 Bajaj Hindusthan Sugar. 
290. Balaji Telefilms 

234 Balkrishna Industries 
154 Ballarpur Industries 
104. Balrampur Chini Mills: 
827 Banco Products (India). 
18* Bank Of Baroda 

22* Bank Of India 

50* Bank Of Maharashtra 
458 Bank Of Rajasthan 
743. Bannari Amman Spin. 
246 Bannari Amman Sugars 
933. Banswara Syntex 

889 Bartronics India 

208 Bata India 

731 Batliboi 

365 Bayer Cropscience 
928 Bayer Diagnostics India 
569 Beck India 

178 Berger Paints India 
591 Best & Crompton Engg. 
592 Bhagyanagar India 
421 Bhansali Eng. Polymers 
370 Bharat Bijlee 


PAGE 





i 142 Віна Corporation. 

` 987 Birla Ericsson Optical 
691 Blow Plast 

'230 Blue Dart Express 


RANK COMPANY 
29* Bharat Earth Movers 
17* Bharat Electronics 

52 Bharat Forge 

4* Bharat Heavy Electricals 
12* Bharat Petroleum Corpn. 


-306 Bharati Shipyard 
4 Bhatti Airtel 
846 Bhartiya International 


281 Bhushan Steel & Strips 
783 Bihar Caustic & Chem. 
957 Bihar Sponge Iron 
364 Bilcare 

931 Bimetal Bearings 
397 Binani Industries. 

85 Biocon — 


235 Blue Star 

935 Blue Star Infotech 

417 Bombay Burmah Trading 
127 Bombay Dyeing & Mfg. 
304 Bombay Rayon Fashions 
49* Bongaigaon Ref. 

267 Bosch Chassis Systems 
785 BPL 

102 Britannia Industries 
514 BSEL Infras. Realty 
387 CCL Products (india) 
129 CESC 

326 CMC 

84 Cadila Healthcare 

310 Cambridge Solutions 
16* Canara Bank 

925 Caprihans india 

206 Carborundum Universal 
806 Carol Info Svs 

128: Castrol India 

453 Ceat 
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RANK COMPANY PAGE | 
555 Celebrity Fashions 144 
744 Central India Polyesters 151 


95 · Centurion Bank Of Punjab 120 
530 Century Enka 142 
702 Century Plyboards (India) 151 


B0 Century Textiles & Inds, 120 
193 Chambal Fert. & Chem. 124 
482. Champagne Indage 136 
910 Chemfab Alkalis 158 
490 Chemplast Sanmar 136 
36* Chennai Petroleum 140 
221 Chettinad Cement Corpn, 126 
764 Cheviot Co, 152 
374 Cholamandalam 
DBS Finance 132 
886 Chowgule Steamships 156 
428 Ciba Specialty Chem. (India) 134 
24 Cipla 118 
560 City Union Bank 144 
324 Clariant Chem. (India) 130 
622 Classic Diamonds (India) 146 
683 Clutch Auto 148 
62. Colgate-Palmolive (India) 120 
865. Consolidated Finvest 
& Holdings | 156 
14* Container Corpn. Of India 140 
653 Core Projects & Tech. 148 
276 Coromandel Fertilisers 128 
27* Corporation Bank 140 
690, Cosmo Films 148 
915 Country Club (India) 158 
237 Cranes Software Intl. 126 
637 Crest Animation Studios 146 
620 Crew BOS Products 146 
250 Crisil 126 
61: Crompton Greaves 120 
,.82 Cummins India 120 
980 Cyber Media (India) 159 
E EET 
182 D.C M Shriram Cons. 124 
389 D S Kulkami Developers 132 
51 Dabur India 120 
275 Dabur Pharma 128 
220 Dalmia Cement (Bharat) 126 
603 Datamatics Technologies 146 
634 Dawn Mills.Co. 146 
843 DCM: 154 





RANK COMPANY 
718 DCM Shriram Inds. 


2617 DCW 


882 Deccan Cements 

159 Deccan Chronicle Holdings 
927 Deccan Gold Mines 

325 Deepak Fertilisers 

733 Deepak Nitrite 

585 Denso India 

483 Dewan Housing Fin. Corp. 
337 Dhampur Sugar Mills 
945 Dhanalakshmi Bank 
859 Dharani Sugars & Chem. 
892 Diamond Cables 

791 DIC India 

679 Disa India 

218 Dishmian Pharm, & Chem. 
137 Divi'S Laboratories. 

550 D-Link (India) 

745 Dolphin Offshore Ent. 
473 Donear Industries 

37 Dr, Reddy'S Laboratories 
46* Dredging Corpn. Of India 
582 Dwarikesh Sugar Inds. 
414 Dynamatic Technologies 


150 E 1 D-Parry (India) 
92 EIH 
496 Eastern Silk Inds. 
962 ECE Industries 
346 Educomp Solutions 
329 Eicher Motors 
701 EIH Associated Hotels 
674 Eimco Elecon (India) 
390 Elder Pharmaceuticals 
352 Elecon Engg Co. 
316 Electrosteel Castings 
808 Electrotherm (India) 
401 Elgi Equipments 
741 Elgitread (India) 
188 Emami 
431 Emco 
652 Emkay Share & 

Stock Brokers 
967 Empee Sugars & Chem. 
845 Energy Development Co. 
34* Engineers India 
645 English Indian Clays 
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RANK COMPANY PAGE 
708 Enkei Castalloy 151. 
583 Ennore Foundries 144 
903. Entegra Infrastructurs 158. 
254 Entertainment Network 128 
377 Era Constructions (India) 132 
386 Esab India 132 
371 Escorts 132 
780 Eskay K'N'it (India) 152 
60 Esser Oil 120 
238 Essar Shipping 126 
132 Essar Steel 122 
232 Essel Propack 126 
339. Eveready Industries (India). 130 
650 Everest Industries 146 
351 Everest Kanto Cylinder. 132 
740 Excel Crop Care 151 
141 Exide Industries 122 
Кысу ы са се ыз с 
279 FA G Bearings India ` 128 
302 FDC 130 
834 Facor Steels 154 
644 Fairfield Atlas 146 
586 FCI Oen Connectors 144 
802 FCS Software Solutions 154 
559 Fedders Lloyd Corpn. 144 
177 Federal Bank 124 


335. Federal-Mogul Goetze (India) 130 


904 Fem Care Pharma 158 
810 Ferro Alloys Corpn. 154 
55 Financial Tech. (India) . 120 
264 Finolex Cables 128 
255 Finolex Industries 128 
868 First Leasing Co. Of India 156 
500: Flex Industries 136 
363 Forbes Gokak 132 
322. Force Motors 130 
799 Fortis Financial Svs 152 
996 Fortune Informatics 159 
601 Fosecoinda ^ 146 
657 Four Soft 148 
671 Fulford (India) 148 
942 Futura Polyesters 158 
быы сказ ат аа 
191 GHCL : 124 
375 G MR industries 132 
223 GTL 2.126. 
416 G VK Power & infras. - 134. 





RANK COMPANY 


606 Gabriel india 

8* -GAIL (India). 

564 Galaxy Entertainment 
920 Gallantt Metal 

93 Gammon: India 

862: Gandhi Special Tubes 
669 Ganesh Housing Corpn. 
913 Gangotri Textiles 

631 Garden Silk Mills 

715 Garware Offshore Svs 
908 Garware Polyester 

911 Garware-Wall Ropes 
164 Gateway Distriparks 
369 Gali. | 
807 GE Capital Tran. Fin. Svs 
662 Gemini Communication 
614 Genus Overseas Elec. 
265 Geodesic Information Sys 
.501 Geojit Financial Svs 


380 Geometric Software Sol. 


838 Gilanders Arbuthnot — 
119 Gillette India Wy 
| 869 Ginni Filaments 
258 Gitanjali Gems 
135 Glaxosmithkline Consumer 
42 Glaxosmithkline Pharma 
87 Glenmark Pharma. 
825. GM Breweries 
655 GMM Pfaudler . 
611 Godavari Fertilisers & Chem. 
632 Godawari Power & 15раї 
213 Godfrey Phillips India 
86 Godrej Consumer Products 
116 Godrej industries 
252 Gokaldas Exports 
493 Goldiam International 
675. Goodricke Group 
638 Goodyear india 
784 Grabal Alok Impex 
852 Granules India 
323 Graphite India 
23 Grasim Industries 
874 Grauer & Weil (india) 
68 Great Eastern Shipping 
; 374 Greaves Cotton 
„747  Greenply industries 
320 Giindwell Norton 


142 
132 


122 
118 
120 
154 
148 
146 
146 
126 
120 
122 
128 
136 
148 
146 
152 
156 
130 
118 
156 
120 
124 
151 
130 
































94 Gruh Finance 


136 
511 GTC Industries 142 
943 Gufic Biosciences 158 


—.83 Gujarat Ambuja Cements 118 
533 Gujarat Ambuja Exports 142 
857 Gujarat Apollo Equipments 156 


994 Gujarat Borosi 159 
27315 Gujarat Fluorochemicals 122 
2 197 Gujarat Gas Co. 124 
311 GujratNRECoke 130 


556 Gujarat Sidhee Cement 144 
167 Gulf Oil Corpn. 124 
681 GV Films 


Usa 


7132 
122 HCL Infosystems 






122 
25 HCLTechnologies 118 
18 HDFC Bank 118 
383 НЕС - 132 
:272 H F C L Infotel 128 
133 HT Media (Sep 2005) 122 
841 Hanil Era Textiles 154 
955 Harig Crankshafts 159 
6 atrisons Malayalam . 148 
880 Hatsun Agro Products 156 
183 Havell’S india 124 | 
508 Helios & Matheson 
Information Technology 142 | 
525 Henkel india 142 | 
518 Herbertsons 142 
: 148 
..749 Heritage Foods (India) 151 
29 Нео Honda Motos ^ 118 | 
155 Hexaware Technologies 124 
356 Hikal — 132 | 


27248 Himachal Futuristic Com. 126 


2 450 Himadri Chemicals & Inds. 134 
1243 Himatsingka Seide 


126 
` 835 Hind Rectifiers 154 
22 Hindalco Industries 118 
134 Hinduja TM T 122 
7944 Hindustan Composites 158 
< 100 Hindustan Construction 120 
199 Hindustan Copper 140 
478: Hindustan Dorr-Oliver 136 
118 | 





T^ Hindustan Lever 

















RANK COMPANY PAGE 
372 Hindustan Motors 132 
305 Hindustan Oil Exploration 130 


15* Hindustan Petroleum 140 
379 Hindustan Sanitaryware 

& Industries: 132 
17 Hindustan Zinc 118 
706 Hitachi Home & 

Life Solutions 151 
769 Hi-Tech Gears 152 
916 Hitech Plast 158 
35* HMT 140 


778 Honda Siel Power Products 152 


| 228 Honeywell Automation India 126 


131 Hotel Leelaventure 122 
13 HDFC 118 
580 Hyderabad Industries ^— 144 
Bere neige CUOI CEN 
8 ICICI Bank 118 
214 1C I India 126 
436 1C S A (India) 134 
245 IL & FS Investsmart 126 
244 1 N G Vysya Bank 126 
225 ISMT 126 
6 ITC 118 
471 | T D Cementation India 136 
120 I VR C L Infrastructures: 

& Projects 122 
590 IFGL Refractories 144 
43 Flex Solutions 118 
837 10 Petrochemicals 154 
627 Igarashi Motors India 146 
367 Igate Global Solutions 132 
523 IL & FS Investment 

Managers 142 
88 (india Cements 120 
446 India Glycols 134 
348 India Infoline 130 
663 india Nippori Electricals 148 
70 indiabulls Financial Svs 120 
B61 Indian Card Clothing Co. 156 
53 Indian Hotels Co. 120 
800 Indian Hume Pipe Со:: 152 
3* Indian Oil Corpn. 140 
25* Indian Overseas Bank 140 
54 Indian Petrochemicals: © 120 
836 Indian Resort Hotels 154 
597 Indo Asian Fusegear. 144 





RANK COMPANY PAGE 
328 indo Rama Synthetics (india) 130. 
684 Indo Rama Textiles 148 | 
635 Indo Tech Transformers 146 | 
472 Indoco Remedies 136 | 
43* Indraprastha Gas 140 | 
519 Indraprastha Medical. — 142 | 
763 .Ind-Swift 152 
680 Ind-Swift Laboratories > 148 
227 Indusind Bank 126 | 
26" 1081 140 | 
934 Industrial Investment Trust 158. | 
3.. Infosys Technologies 118 | 
296 Infotech Enterprises 


21* | infrastructure Development 
Finance Co. 

280 Ingersoll-Rand (India) 

274 Inox Leisure (Feb 2006) 128 

893 Insilcó. ^ | 156 

767; Intemational Travel House 152 


794. Investment & 

Precision Castings 152 
816 101. Broadband 184 
875 lon Exchange (India) ..156 
969 ІР Rings 159 
308 Ipca Laboratories 130 
171 раі industries 124 
988 | Т People (india) 159 
47* ITI 140 
303 JBChem.& Pharma; — 130 
435 JBF Industries 134 
499 JCT 136 
241 JK Cement 126 
448 J K Industries 134 
350-4 K Lakshmi Cement ^. 130 
456 JK Paper 136 
165 JM Financial 424 
72 JS WSteel 120 
498 Jagatjit Industries 136 
216 Jagran Prakashan 126 
542. Jai Corp 142 
198 Jain irrigation Systems 124 
49 Jaiprakash Associates 118 
202. Jaiprakash Hydro Power. 126 
151 Jammu & Kashmir Bank 124. | 
849 Jay Bharat Maruti 154 
770 Jay Shree Tea & Inds, 152 


128 | 


140 | 
128 | 





RANK COMPANY 
993 Jayant Agro-Organics 
730 Jayaswals Neco 
340 Jaybharat Textiles 
& Real Estate 
438 Jaypee Hotels 
964 JBM Auto 
57 Jet Airways (India) 


| 646 Jhagadia Copper 


841 Jindal Drilling & Inds. 





PAGE 
189 
15i 


130 
134 
159 
120 
146 
142 


844 Jindal Photo (April 2005) 154 


392 Jindal Poly Films 

179 Jindal Saw 

664. Jindal South West: 
Holdings 

215 Jindal Stainless 

65 Jindal Steel & Power 

748 Jindal Worldwide 

963. ЈК Agri Genetics 


1000 J К Investo Trade (India) 


667 JM C Projects (India) 
777 JM T Auto 

954 Jolly Board 

101 Jubilant Organosys 
883. Jupiter Bioscience 
762 Jyoti 


345 Jyoti Structures 
Ik 


| 477 Kajaria Ceramics 
| 944 Kakatiya Cement Sugar 
| 805 Kale Consultants 
169 Kalpataru Power 


Transmission 


| 781 Kalyani Forge: 
| 222 Kalyani Steels 
| 613 Kamat Hotels (india) 
| 729 Kanoria Chemicals & Inds, 


147 Kansai Nerolac Paints 


| 231 Kamataka Bank 
| 262 Karur Vysya Bank 


924 Karuturi Networks 


| B73 KEC Infrastructures 


489 Kei Industries 
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132 
124 


148 
126 
120 
151 
159 
159 
148 
152 
159 


‚Мр 


156: 
182. 
139: 


| 239 KE C International 

| 382 КРІТ Cummins Infosys. 
| 497 KRBL 

| 295 KS B Pumps 
| 297 KSL & Inds, 


126 
182 
136 
128 
128 
136 
158 
154 


124 
152 
126 
146 
151 
122 
126 
128 


158. 


156 
136 


175 





RANK COMPANY 

792 Kemrock indus. & Exports 
293 Kennametal Iridia 

600 Kernex Microsystems 
907 Kesar Enterprises 

207 Kesoram Industries 
:881 Kewal Kiran Clothing 
2.921. Khaitan Electricals 

682. Khoday India 


ı923 Kinetic Motor Co. 


` 78 Kirloskar Brothers 
510 Kirloskar Electric Co. 
503 Kirloskar Ferrous Inds. 
143 Kirloskar Oil Engines 
439 Kirloskar Pneumatic Co. 
858 KLG Systel 
896 KM Sugar Mills 
(os. 38* Kochi Refineries 
na 734 Kohinoor Foods 
` 720 Kojam Fininvest 
789 Kopran 
45 Kotak Mahindra Bank 
492 Kothari Products 
899 Krishna Lifestyle Tech. 
990 Krone Communications 
661. KS Oils 
L 


263 Lakshmi Energy & Foods 

123 Lakshmi Machine Works 

890 Lakshmi Mills Co. 

732 Lanco Industries 

579. Lanxess ABS 

10 Larsen & Toubro 

581 LG Balakrishnan & Bros. 

529 Liberty Shoes 

48* LIC Housing Finance 

593 Link House Inds. 

739 1КР Merchant Financing 
4449 Lloyd Electric & Engg 

659 Lloyds Steel Inds. 

727 LML 

570 Logix Microsystems 

481 Lok Housing & Cons. 

696 Lokesh Machines 

999 Lotte India Corpn. 

814 Loyal Textile Mills 

786 Lumax Industries 

83 Lupin 
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144 
158 


126 
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148 
158 


120 | 


142 
142 
122 
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156 
156 
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136 
156 
159 
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148 
159 
154 
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RANK COMPANY 





210 MRF 

938 Maadhav Granite & Realty 
344 Macmillan India 

266 Madhucon Projects 

299 Madras Aluminium Co. 
99. Madras Cements 

587 Magma Leasing 

13* MTNL 

751 Maharaja Shree Umaid Mills 
467 Maharashtra Scooters 
149 Maharashtra Seamless 
31 Mahindra & Mahindra 
156 Mahindra & Mahindra 


Financial Svs 


981 Malwa Cotton Spg. Mills 

408 Man Industries (India) 

685 Manali Petrochemical 

413 Mangalam Cement 

746 Mangalore Chem. & Fert. 

20* Mangalore Refinery & 
Petroleurn 

343 Manugraph India 

562 Marathon Nextgen 
Realty & Textile 

822 Marg Constructions 

110 Marico 

400 Marksans Pharma 

20 Maruti Udyog 

505 Mascon Global 

260 Mastek 

725 Mather & Platt Pumps 

81 Matrix Laboratories 

476 Mawana Sugars 

118 Max India 

713 Maxwell Industries 

91 Mcdowell & Co, 

309 Mcleod Russel India 

543 Mcnally Bharat Engg. Co. 

902 Media Video · 

423 Megasoft 

330 Mercator Lines 

288 Merck 

298 Micro Inks 

594 Micro Tech. (India) 
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146 Mahindra Gesco Developers 122 | 
443 Mahindra Ugine Steel Co. 134 | 
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122 | 
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130 | 
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130 
128 


128 | 
144 | 





| RANK COMPANY 
| 573 Mid-Day Multimedia 

| 989 Millennium Beer Inds 
| 694 Minda industries 

| 553 Міс Electronics: 

| 536 Mirza International 

| 871. MM Forgings 

| 926 Modipon 

| 342 Monnet Ispat & Energy 
140 | 
152 | 
136 | 
122 | 
118 | 


636 Monnet Sugar 

217 Monsanto India 

878 Morarjee Textiles 
712 Morepen Laboratories 


B17 Moschip Semiconductor 


Technology 
136 Moser Baer India 
144 Motherson Sumi Systems 
46 Motor Industries Co. 
820 Mount Everest Mineral 
Water 
111 Mphasis BF L 
771 Mro-Tek 
823 MSK Projects (India) 
353 Mukand 
885 Mukta Arts 
538. Munjal Showa 


| 738 Murli Agro Products 
144 | 
154 | 
122 | 
132 | 
118 | 
142 | 


756 Murudeshwar Ceramics 
410. Mysore Cements 





327 N HT Technologies 
415 М RB Bearings 
686 Nagarjuna Agrichem 
105 Nagarjuna Construction 
396 Nagarjuna Fert. & Chem. 
851 Nagreeka Exports 

547 Nahar Exports 

355 Nahar Industrial Enter: 
462 Nahar Spinning Mills 
693 Nalwa Sons Invsts. 
676 Nandan Exim 

526 Natco Pharma, 

9* National Aluminium Co. 


| 41* National Fertilizers. 


6* NMDC 
460 National Organic : 
Chemical Inds. 





| RANK COMPANY: 
| 692. National Peroxide 
| 982 National Steel & — 


Agro Industries 


| 336 Nava Bharat Ventures 

| 835 Navin Fluorine Intl. 
5 | 385 Navneet Pub. (india) 
^| 906 NCL Industries 

| 875 Nectar Lifesciences 

| 616 Ме 

| 742 МЕРС India 

| 425 Nesco 

| 40 Nestle India 

| 971 Networth Stock Broking 


229 New Delhi Television < 
11* Neyveli Lignite Corpn. ` 


| 988 Nicco Corpn. 

171 Nicholas Piramal India 
| 728 Nilkamal Plastics 
1:774 Nippo Batteries Co. 


775 Nirlon 
96 Nima ^^ 
459 Nitco Tiles =< = 


| 319 Noida Toll Bridge Со, 
E 735 Nova Petrochemicals 
:490 Novartis India 


864 NRC 
2* NTPC 


PAGE 
148 


159 
130 
142 
132 
158 
144 
146 
151 
134° 
118 
159 
126 


"440 


159 
120 
151 
152 
152 


120 
136 
130 


151 
124 
156 
140 


384 Nucleus Software Exports. 132 
703 Numeric Power Systems 151 


1* Oil & Natural Gas Corpn. 


539 Om.Metals Infraprojects 
642 Omax Autos 

509 Ondeo Nalco India 
972 Onward Technologies 
219 Opto Circuits (India) 
187 Orchid Chem. Phar. 
795 ORG Informatics ^. — 
821 Orient Abrasives 

362 Orient Paper & Inds. 


| 24% Oriental Bank Of Com... 


361 Oriental Hotels 


| 546 Oudh Sugar Mills 


130 


381 PVR (апџагу 2006) 132 
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Power ^ Brand 


Infrastructure Development with the 


EMERGING POWER OF BRAND 


Strong foundation 
for sustained growth 


Foundation is the inherent 


Foundation embedded with positive values, lofty mission 


strength of a brand. 


and goals. Foundation to give more value for money, 
more satisfaction to customers. And, to get closer to the 
customer heart. If the sense-of-purpose is strong then the 
result is successful as well. This sense-of-purpose, very 
appropriately describes Gaursons. Founded in the year 
1995, Gaursons India Limited has never looked back. 
Since the very 
first year of its 
inception, it is 
on à journey of 
architectural 
excellence and 
customer 
satisfaction. 
This journey 
has had many 





Mr. Rahul Gaur, Managing Director 


along the way. This 


successful 
milestones multi-interest, 
multi-utility real estate company is determined to create 
new and futuristic architectural projects. According to 
Mr. Rahul Gaur, Managing Director “With persistence 
in quality and transparency, not just customers but even 
the competition will surely follow and we will continue to 
transform the way people perceive quality". When asked 
what is your success secret this was the surprising reply, 
“We realize that what our customers are investing is their 


hard earned money". 


lo excel asa pivotal de veloper institution in the real 
sector with commitment towards quality, 


estate 


economy, ambience reliability and trust and emerge 


as a corporate entity while creating benchmark in 


corporate governance and incorporate social 


responsibility 





Quality Consciousness 
since inception 


Thousands of satisfied customers of Gaursons and 
brilliance in all their architectural projects have given the 
group unique brand perception. Through the years, 
customers have shown their faith and support in all the 
real estate endeavours of the Gaursons. This trust of 
customers has been, the one single factor that has 
propelled the company to phenomenal heights of 
consistent growth and development. Apart from this, the 
factors that 
have helped 
this growth is 
standardized 
quality raw 
material, 
state-of-the-art 
infrastructure 
and in-house 
monitoring of 


Mr. Manoj Gaur, Joint Managing Director 





all the projects 
have helped in increasing the growth graph of the 
Gaursons immensely. All these factors created one of the 
most trusted real estate brand in India. Aptly says 
Mr Manoj Gaur, Joint Managing Director of the 
company, “We are emerging a powerful brand in real 
estate. We are second to none, because our customers are 


second to none.” 


A team that 
built the Gaursons 


With excellent human resource management, core faith in 
fundamental values of quality, trust and ingenuity, 
Gaursons has achieved significant per employee 
productivity and low manpower turnout. It ultimately 
helped the company in completing projects within time, 
maintaining promised quality and further emerge as a 


trusted brand in the real estate. 


=== 
-GAURS_ 


SSS = 
Commitment Absolute 
An ISO 9001:2000 Co. 








—._ 





JAS-ANZ 


: GAURSONS INDIA LIMITED 
GAURS BUILDING BETTER INFRASTRUCTURE С, 
ee arene co 305, Arunachal Building, 19, Barakhamba Road, Connaught Place, New Delhi-110001 
An ISO 9001:2000 Co Tel : +91-11-23314126, 23314128, 23314138 | Fax : +91-11-23314126 - 


Website : www.gaursonsindia.com | Email : gaursons@gaursonsindia.com 





| 66 Patni Computer Systems 120 

7 737 РВА Infrastructure 151 

; 5.912 Pearl Global 158 
152 Peninsula Land 124 
779 Pennar Industries 152 | 
879 Pentamedia Graphics 156 


831 Petron Engg Construction 
“ 32" Petronet LNG 


140 | 
121 Pfizer 122 
909 Phillips Carbon Black 158 
549 Phoenix Lamps 142 
294 Phoenix Mills 128 
125 Pidilite Industries 122 
986 Pioneer Embroideries 159 
1:877 Piramyd Retail 144 
975 Pitti Laminations 159 
960 Plastiblends India 159 
247 Plethico Pharmaceuticals 126 
773 Pokama 152 
268 Polaris Software Lab 128 
689 Polyplex Corporation 148 
` BBB Porritts & Spencer (Asia) 156 
203 Ргај Industries 126 
461 Prajay Engineers Syndicate 136 
445 Prakash Industries 134 
2.807 Pratibha Industries 142 
707 Precision Wires India 151 
978 Premier 159 
491 Pricol 136 
"889 PPDC 144 
877 Prime Securities 156 
261 Prism Cement 128 
376 Prithvi information 505 132 
109 Procter & Gamble Hygiene 122 
432 Provogue (India) 134 
860 PSI Data Systems 156 


75 Punjiloyd (Jan 2006) 120 


154 | 


RANK COMPANY PAGE 

148 Panacea Biotec 122 

863 Panchmahal Steel 156 

867 Panoramic Universal 156 

641 Pantaloon Industries 146 

77 Pantaloon Retail (India 120 
430 Paper Products 134 | 
`554 Paramount Comm. 144 | 

983 Parekh Aluminex 159 

`2 388 Parry Agro Inds. 132 

Bs 145 Patel Engg 122 
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974 Punjab Chemicals & Crop 159 


10* Punjab National Bank 140 | 
Re pane MUN 
608 R Systems International 146 
194 Radico Khaitan 124 
872 Raghav Industries 156 
422 Rain Calcining 134 
571 Rain Commodities 144 
804 Raipur Alloys & Steel 154 
639 Rajapalayam Mills 146 
315 Rajesh Exports 130 
512 Rajshree Sugars & Chem. 142 
480 Rallis India 136 
366 Ramco Industries 132 
524 Ramco Systems 142 
711 Ramkrishna Forgings 151 
724 Ramsarup industries. 151 
647 Rana Sugars 146 
30 Ranbaxy Laboratories 118 
847 Rane (Madras) 154 
757 Rane Brake Linings 152 
625 Rane Engine Valves 146 
752 Rane Holdings 152 
607 Rap Media 146 
959 Rasandik Engg Inds. 159 
37* Rashtriya Chem, & Fert. 140 
502 Ratnamani Metals & Tubes 142 | 
605 Ray Ban Sun Optics India 146 
117 Raymond 122 
604 Recron Synthetics 146 
420 Rei Agro 134 
36 Reliance Capital 118 
9 Reliance Comm. 118 
39. Reliance Energy 118 
318 Reliance indi Infrastructure 130 
1 Reliance Industries 118 
103 Reliance Natural Res, 122 
15 Reliance Petroleum 118 
754 Repro India w 152 
595 Revathi Equipment 144 
277 Rico Auto Inds. 128 
766 Ricoh India 152 
700 Riddhi Siddhi Gluco Biols 148 
782 RM Mohite Textiles 152 
704 Rohit Ferro-Tech 151 
176 Rolta India 124 
433 Royal Orchid Hotels 134 
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PAGE | 
665 RPG Life Sciences 148 
598 RPG Transmission 144 
552 RSWM 144 
833 Ruby Mills 154 
429 Ruchi Infrastructure 134 
292 Ruchi Soya Inds. 128 
S devo Sie OE АЕО, 
180 SKF India 124 
284 S Kumars Nationwide 128 


402 SR E I Infrastructure Fin, 134 


185 SRF 124 
466 5:51 136. 
447 Sadbhav Engg 134. 
347 Sahara One Media Ent: 130° 


486 Saint-Gobain Sekurit India 136 


936 Saksoft 158 
391 Sakthi Sugars 132 
815 SAL Steel — — 154 
973 Salora International. 159. 


950 Samkrg Pistons & Rings 158 





633 Samtel Color 146 
918 Sandesh 158 
578 Sangam (India) 144 
201 Sanghi Industries 126 
406 Sanghvi Movers 134 
850 Sanwaria Agro Oils 154 
522. Saregama India 142 
949 Sarla Polyester 158 
282 Sasken Comm. Tech. 128 
956 Satra Properties (India) 159 
19 Satyam Computer Svs . 118 
567 Saurashtra Cement 144 
457 Savita Chemicals . 136 
998 Sayaji Hotels 159 
968 SB&T International 159 
887 SBEC Sugar 156 | 
750 Schenectady Herdillia- 151 | 
881 Selan Exploration Tech. 156 
74. Sesa Goa 120 | 
798 Seshasayee Paper & Boards 152 | 
970 Setco Automotive 159 | 
516 Shah Alloys 142 
395 Shanthi Gears 132 | 
901 Sharon Bio-Medicine 158 
599 Sharyans Resources 144 | 


455 Shasun Chem. & Drugs. 136. 


331 Shaw Wallace & Со: 130° 
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RANK COMPANY 

758 Shilpa Medicare 

28* Shipping Corpn. Of India 
876 Shiva Texyam 
947 Shivalik Global - 


418 Shiv-Vani Oil & Gas Expl. 
163 Shoppers’ Stop. ' 


98  Shree Cement 

442 Shree Digvijay Cement 
186 Shree Precoated Steels 
313 Shree Ram Mills © 
140 Shree Renuka Sugars 


|.612 Shrenuj&Co. - 


465 Shreyas Shipping = 

` &logscs 7 

828 Shri Lakshmi Cotsyn 

894 Shri Rarnrupai А 
Balaji Steels 


722. Shringar Cinemas 
48A Shriram City Union Fin. 


723 Shriram Overseas Fin. 
170 Shriram Transport Fin 
271 біса! Logistics 
900 Sil . 
26 Siemens 





790 Silverline Technologies 
649 Simbhaoli Sugars 
195 Simplex Infrastructures 


,.462 Sintex Industries 
“BLL Sirpur Paper Mills 


563 Siyaram Silk Mills 
527 Solar Explosives 
532 Solectron Centum Elec. 
566 Solvay Pharma India 
451 Sona Koyo Steering Sys 
528 Sonata Software 
654 South Asian Petrochem 
405 South East Asia 

Marine Engg. 
427 South Indian Bank 


398 Southern tron-& Steel Co. 
619 Southem Petrochem: Inds. 
| 520 Spanco Telesystems & Sol. 


977 SPEL Semiconductor’ 
485 Spentex Industries 
270 Spicejet 


753 SPL Industries 
948 Sree Rayalaseema Alkalies 
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‘SRF Polymers 

3 Srinivasa Shipping 

: 698 Standard Industries 
7985 Star Paper Mills 

45* State Bank Of Bikaner 
& Jaipur 

State Bank Of India 
State Bank Of Mysore 
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1 7* Steel Authority Of India 
... 768 Steel Strips Wheels 
940 Steelcast 

.. 126 Sterling Biotech 


995 Sterling Tools 
. 91 Sterlite Industries (India) 
; trite аы Tech. 





602 Suashish Diamonds 
212 Subex Azure 
D 404 Subhash Projects & Mktg. 


Universal ‘hinds. 
966 Sulzer india 


28 Sun Pharmaceutical Inds. 


50. Sun TV 


407 7 Supreme industries: 
7618. Supreme Petrochem 


776 Surana Industries 

8 6 Surya Pharmaceutical 

[ 699 Surya Roshni 

76 Suryalakshmi Cotton Mills 
* : 629 Sutlej Industries 

626 Suven Life Sciences 

11^ Suzlon Energy 

777831 Swan Mills 

^: 80* Syndicate Bank 
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148 
159 
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140 
140 


::42* State Bank Of Travancore 140 


140 
152 
158 
122 


677 Sterling Holiday Res. (India) 148 


159 
118 
130 
151 
128 
146 
126 
134 
144 


146 


610 Su-Raj Diamonds & Jewellery’ 146 | 


152 
154 
148 
151 
146 
146 
118 
142 
140 





RANK COMPANY PAGE 
898 Synergy Multibase 156 
259 Syngenta India 128 
ССРИ ee eer ere шы 
114 TVS Motor Co. 122 
412 TV Today Network 134 
204 Taj G V K Hotels 

& Resorts 126 
984 Talbros Automotive 

Components 159 


719 Tamilnadu Petroproducts 151 
470 Taneja Aerospace & Aviation 136 


609 Tantia Constructions 146 
67 Tata Chemicals 120- 
441 Tata Coffee 134 
2. Tata Consultancy Svs 118 
` 368 Tata Elsi US за 
211 Tata Investment Corpn. 126 
444 Tata Metaliks 134 
12 Tata Motors 118 
41 Tata Power Co. 118 
673 Tata soe tron. 148 
14 Tata Steel ` 118 
73 Tata Tea 120 
| 106 Tata Telesvs 122 
809 TCI Industries 154 
515 Techno Electric & кш. 142 
640 Teledata Informatics ^ 146. 
226 Television Eighteen India 126 
321 Texmaco 130 
813 Themis Medicare 184 
94 Thema 120 
‚ 475 Thiru Arooran Sugars. 136. 
759 Thirumalai Chemicals. 452 
| s12 Thomas Cook (india) - | 130 
643 TIL 146 
521 Timex Watches 142 
283 Timken India 128 
628 Tinplate Co. of india 146 
107 Titan industries 122 
829 Titanor Components 154 
961 Today's Writing Products 159 
840 Torrent Cables 154 
168 Torrent Pharmaceuticals 124 
200. Torrent Power A E C 124 
437 Torrent Power SE C 134 
755 Transgene Biotek 152 


495 Transport Corp. Of India 136 








RANK COMPANY 

332 Transworld Infotech 
236. Trent 

656 TRF 

870 Tricom India 

891 Tripex Overseas 
139 Triveni Engg & Inds. 
797 TTK Prestige 

173 Tube Invest. Of India 
991 Tudor India 

300 Tulip IT Svs 

953 TVs Electronics 


ав UT t Bank 


468 UT V Software. Comm. 
666 Ucal Fuel Systems 
44* Uco Bank 

565 Ugar Sugar Works 


; 830. Ultramarine & Pigments 


47 Ultratech Cement 


285 Unichem Laboratories . 
| 23* ‘Union Bank Of india 
32 


Unitech 
172 United Breweries 
113 United Breweries 


69. ‘United. Phosphorus ` Ü 
736 United Western Bank | 


630 Universal Cables 
819 UP Hotels .. 


| 621 Upper Ganges Sugar 
317 Usha Martin 


534 Uttam Galva Steels 


357 Uttam Sugar Mills 


358 V S T industries 


269 Vaibhav Gems 

596 Vakrangee Softwares © 
721 Valecha Engg 

787 Vardhman Holdings 
914 Vardhman Polytex 


7158 Vardhman Textiles 


286 Varun Shipping Co. 
832 Venky's (India) 
540 Venus Remedies 
256 Vertex Spinning 
399 Vesuvius India 
558 Viceroy Hotels 


| 884. Videocon Appliances 
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| RANK COMPANY PAGE 
| 44 Videocon industries 118 
34 Videsh Sanchar Nigam 118 
39° Vijaya Bank i40 
| 452 Vimta Labs 136 
| 710 Vindhya Telêlinkê 151 
| 714 VIP industries 151 
| 548 Vipul 142 
| 464 Visa Steel 136. | 
812 Visaka Industries 154 
848 Visesh Infotecaics 154 
668 Vishal Exports Overseas. 148 
870. Visualsoft Technologies’ T48 
801 Vivimed Labs 9 154: 
108. Voltas 122 
Ww 


709 wachanga industries 151 


803 Wanbury 154 
929 Warren Tea 158. 
454 Wartsila India. 1367 
651 Webel st Energy $ys. 148 
349 Welspun india 130 


997 Welspun sil 
278 Welspun-Gujarat 


| 788 Wendt (india) 
488 West Coast Paper Mills 13 
p #74 Whirlpool Of India 


5 


| 76 Wockhardt 

| 905 WS Industries (india) 
224 Weh. 

| 130 Yes Bank (july 2005) 
i 537. Yokogawa India 


403 Zensar Technologies 
660 ZF Steering Gear (india) 
| 716 Zicom Electronics 

678 Zodiac Clothing Co. 
378 Zuari industries 


*indicated under the PSU Вен rank 















158 


Stahl Rohren 


Wipro 


615 2 Zandu Phatina: 

38 Zee Telefilms 

965 Zen Technologies 
952 Zenith Birla (india) 
818 Zenith Computers 
557 Zenith Infotech 

760 Zenotech Laboratories 
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Nerv 


Friendly takeover: (From left) B. Muthuraman, Managing Director, Tata Steel; Ratan Tata, Chairman, Tata 
Group; Jim Leng, Chairman, Corus; and Philippe Varin, CEO, Corus shake hands and cement a giant deal 





Ratan Tata pulls off a spectacular $8-billion (Rs 36,800 crore) deal 
to buy the Anglo-Dutch Corus and pole-vaults his company into 
the global league. KRISHNA GOPALAN AND T.V. MAHALINGAM 


AST NOVEMBER, TATA GROUP CHAIRMAN 
Ratan Tata played host to Jim Leng, 
Chairman of Corus Steel plc, who was in 
Mumbai on a rare visit. The meeting was 
held in the Tata bastion in Mumbai, 
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Bombay House. To most people, it could have just 
passed off as a routine meeting between two senior ex- 
ecutives. Leng was accompanied by his CEO, Philippe 
Varin, at this meeting. Leng and Tata met again in July 
this year except that this time it was in Dubai. Besides 


being midway between London and Mumbai, Dubai 
was considered a safe neutral ground for both of them. 
It was here that the seeds were first sown for a possible 
multi-billion dollar deal. Tata was kept company by his 
senior colleagues from Tata Steel who in a couple of 
months would be ironing out the finer points of what 
would become a historic transaction. - 

Not too many people were still convinced that 
Tata Steel could, in fact, buy out Corus simply because 
the numbers were astoundingly large. During FY06, 
Tata Steel had gross sales just in excess of Rs 17,000 


crore, which seemed minuscule compared to Corus 


Group's turnover of £10.1 billion (over 


Rs 85,000 crore). Indeed, the turnover of the Tata 


Group, comprising as many as 96 companies, stands at 
a shade under Rs 1,00,000 crore. If the deal did indeed 
fructify, Tata Steel would be acquiring a player that was 
more than five times its own size. Even to die-hard opt- 
imists, such a deal would seem very tough to execute. 
An investment banker who was closely involved in 
the deal says that *it was not smooth all the way". 
Cut to August this year. Leng called up Tata and 


NOVEMBER 19 2006 BUSINESS TODAY 183 





bt corporate 


A MARRIAGE OF ICONS 


Both Tata Steel and Corus are old steelmakers. 


Е TATA STEEL AND CORUS SIGN THE DOTTED LINE IN JANUARY 
2007, the deal would entwine the business and destinies 
of two of the oldest players in the global steel industry. 
Tata Steel's history dates back to the days of the 
British Raj in India. Established in 1907, the company 
produced its first cast of pig iron in 1911 and steel in 
the following year. What's remarkable is the fact that 
Corus itself was the product of another merger be- 
tween two European steel giants—British Steel and 
Dutch major Koninklijke Hoogovens—in 1999. 
British Steel was created in 1967 when the ‘Iron and 
Steel Act' nationalised about 90 per cent of British steel- 
making. British Steel was formed from the merger of UK's 14 
main steel producing companies. The idea was to revive the 


quite literally asked, “Ratan, what's happening?" Says 
the banker, *Quite obviously, Tata was taking his 
time. After all, it was important for him to buy into the 
strategy." Meanwhile, the Corus management began 
exploring other options—joint ventures, new factories 
and even ways of transferring technology to others in 
the steel industry. But eventually, it was back to the opt- 
ion of going with the Tatas—which Leng thought was 
the best solution for Corus' future. 

Then, nearly a year after the first meeting between 
Leng and Tata at Bombay House, the deal was clinched 
when both parties met in London early last month. On 
October 20, the $8 billion deal was made public and, 


Jim Leng/ Chairman/ Corus 


‘It isn’t efficient to be just European. This is a 
global industry; we have to respond—with 
passion, yes, but commercial passion 
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extremely fragmented industry, which was plagued by 
years of insufficient capital investment. By 1980, British Stee! 
had closed several outdated and loss-making plants and red- 
uced its workforce to 130,000—as compared with a total 
of 268,500 employees at the time of nationalisation. 

The other parent of Corus was the largest player of 
pig iron in the world during the 1930s. Founded in 1918, 
Koninklijke Hoogovens was one of the four largest produc- 
ers of rolled and extruded aluminium in Europe by 1987. By 
1999, Hoogovens had 17 business units, around 22,000 
employees, a tumover of €4.9 billion, production of 6.7 mil- 
lion tonnes of crude steel. The merger between Hoogovens 
and British Steel was initiated to help revive British Steel, 
which had incurred a net loss of £81 million by 1999. 


in one sweet move, Tata Steel moved up from being the 
56th largest steel company to the fifth. 


A win-win for both? 

From 56 to 5 is an impressive leap. Tata Steel, with a 
capacity of 5 million tonnes, was a minnow in the 
global steel business, where total capacities at the end of 
2005 were 1.13 billion tonnes. The Corus deal catapaults 
it into the rarefied big league. From being India’s steel 
major, the Tata Corus combine is now set to play the 
global game. In the steel industry, like in other com- 
modity businesses, capacities and scale are the key fac- 
tors determining global success and it is a fact that the 


B. Muthuraman/ MD/ Tata Steel 


“The proposed union of these two companies 
has been built on a global strategy. Together, we 
plan to build a stronger and a bigger union” 
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THE GLOBAL STEEL INDUSTRY CONSOLIDATES — 


Fragmented capacities are driving M&As in the global steel ind 


HE INTERNATIONAL STEEL INDUSTRY I$ CONSOLIDATING. ACCORDING 


to PricewaterhouseCoopers, in 2005, total M&A activity 


for steel globally stood at a massive $27.4 billion 
(Rs 1,26,040 crore), which comprised 165 deals. 
Importantly, a lot of this action is coming from the BRIC 
(Brazil, India, Russia and China). The Intemational Iron and 
Steel Institute (1151) predicts that the worldwide steel 
demand will grow by 9 per cent to 1.121 billion metric 
. tonnes by the end of this year. “India and China are 
among the fastest growing markets in the world. That's 
where the growth will come from,” says lan Christmas, 
Secretary General, 1151. Agrees Yezdi Nagporewalla, 
National Industry Director, KPMG India, who says that 
large deals like that of Tata Steel-Corus will continue to be 
witnessed. "| think this trend will continue as corpo- 


top 15 steel producers—yes, that includes the Tata-Corus 
combine—account for a third of global capacities. 

“The transformation of Tata Steel’s business over the 
last decade into one of the lowest cost and most admired 
steel companies in the world is truly unique," says 
Jitesh Gadhia, Managing Director, ABN AMRO Corporate 
Finance in London, who was among the advisors for 
Tata Steel for the Corus buyout. “Tata Steel was prob- 
ably punching below its weight in terms of steel sector 
consolidation—now it has a seat at the top table." 

But the Tata-Corus story isn't just about the num- 
bers and size—incidentally, post-acquisition, the com- 
bine will have a turnover of $24 billion (Rs 1,10,400 
crore) and EBITDA of $3.4 billion (Rs 15,640 crore), 
dwarfing many large Indian companies—but also imp- 
acts manufacturing and access to clients. Corus' man- 
ufacturing facilities are spread across the UK, Ireland, 
Netherlands and the us. *The proposed union of these 
two companies has been built on a global strategy. 
Together, we plan to build a stronger and a bigger 
union in terms of the steel industry globally," 
B. Muthuraman, Managing Director, Tata Steel, told Br. 

In the UK, where Corus has over a 50 per cent 
share of the total steel market, it has four factories. It 
also has three factories in the us and one in the 
Netherlands. Tata Steel, besides its strong manufacturing 
base in India, has four overseas factories (which it ac- 
quired earlier) that are spread across Thailand and 
Singapore. Combined with Corus’ presence in the Us 
and Europe, the deal makes the global footprint for Tata 

Steel look compelling. Says Anshukant Taneja, Director 
(Corporate Ratings), Standard & Poor's (S&P) Singapore, 
“Tata Steel will move from being an Asian player to one 
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that also operates in developed markets.” 

There is synergy too between the two companies’ 
customer bases. Together, the two cover a spectrum that 
includes consumers in automotive, construction and 
packaging industries. The strategic fit, says Ratan Tata, 
is what made Tata Steel go for the deal. “If Corus 
had been a 5-million-tonne company and we felt that 
the strategic fit was right, I think we would still have 
done this deal; it’s not to gain mere tonnage.” 
Muthuraman adds that there is potential for adequate 
synergies in the areas of manufacturing, shared services, 
logistics and even cost reduction. 
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Programmes 


> Post-Graduate Diploma in Business Management 
» Post-Graduate Diploma in Business Management (Finance) 
> Post-Graduate Diploma in Business Management (Human Resource) 


| * Post-Graduate Diploma in Business Management 
> Post-Graduate Diploma in Business Management (International Business)” 


* Ghaziabad only 


Admission Procedure 

€ Appear for the Common Admission Test (CAT) to be conducted by IIMs on 
November 19, 2006. 

€ Final selection will be based on CAT score and subsequent group 
discussion and personal interview. 

@ Application forms and prospectus can be obtained from State Bank of 
India branches or IMT Ghaziabad / Nagpur against cash payment of 
Rs.1600/-. 

© Application forms and prospectus can also be obtained by post by 
sending a Demand Draft to Chairman (Admissions) at the under- 
mentioned addresses of IMT Ghaziabad/Nagpur. The Demand Draft 
should be made in favour of ‘Institute of Management Technology’ payable 
at Ghaziabad and sent along with two self-addressed stickers. 


Important Dates 

Ф Lastdate of issue of IMT Application Forms: November 30,2006 

e Lastdate for submission of completed IMT application: November 30,2006 
Please note that IMT uses CAT score for short-listing the candidates for its 
two-year full-time Post-Graduate Programmes in Management. (IMs have no 
role either in the selection process or in the conduct ofthe programme. 





IMT Nagpur Campus (started in 2004) 


Eligibility 

Minimum three years Bachelor's or equivalent degree with minimum 50% 
aggregate marks in any discipline recognized by the Association of Indian 
Universities / AICTE as eligible for Post-Graduate studies in management. 
Candidates who are appearing for the final year degree examination can also 
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Tata Steel Asia 


Tata Steel Holdings Pvt Ltd 


Tata Steel UK Ltd 


Following the buyout, Tata Steel will now have an 
installed capacity of 23 million tonnes, which places it 
above other established players like China’s Baosteel. 
“The fact that Tata Steel is buying someone about 
five times its own size is not that important; what 
needs to be looked at is the kind of synergy that can be 
derived,” points out Jitender Balakrishnan, Deputy 
Managing Director, IDBI Bank. 

In sharp contrast to Tata Steel’s low cost operations, 
Corus’ cost of steel production is among the world’s 
highest. But what may appear to be an apparent prob- 
lem could actually be an advantage to the combined ent- 
ity. A recent report from Macquarie Research says 
Corus’ huge raw material costs is on account of the fact 
that only 6.5 million tonnes out of its total capacity is 
integrated. “Tata Steel can bring its large resource 
base in India to good use. It is adding crude steel cap- 
acity of 2.4 million tonnes in FY09 and 7.7 million 
tonnes in Fy 10 and with India projected to have 20-25 
million tonnes surplus capacity by 2011-12, Tata Steel 
needs a market for its increased production,” says the 
report. In Muthuraman’s own words, Tata Steel will 
adopt a six-point strategy—having a strong base in 


Corus’ Turnaround 


Things have improved since 2002. 
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India, de-integration, raw material security, getting 
more out of steel, control over logistics and acquisition 
of finishing capacities in growth markets. 


Making the deal work 
The real challenge for Tata Steel could well be the fol- 
low-through after the deal is concluded. Issues like 
cultural integration and dealing with the apprehension 
of workers at Corus’ factories worldwide would have 
to be dealt with. In the UK and elsewhere, some have 
expressed qualms about a relatively small Indian com- 
pany’s ability to integrate a much larger global firm. Yet, 
in sharp contrast to the furore raised by L.N. Mittal’s 
bid for Arcelor earlier this year, the Tatas have full back- 
ing of Corus’ management. Says Leng, “It isn’t efficient 
to be just European. This is a global industry; we have 
to respond—with passion, yes, but commercial passion. 
Frankly, who owns the shares is of secondary importance.” 

It won’t be a cakewalk to make the deal work. 
Back in India, Tata Steel has its hands full. There’s a big 
project to expand capacity at its 95-year-old factory in 
Jamshedpur and at least three greenfield projects com- 
ing up at other locations in the country (see Tata 
Steel, 10 Years On). Add to that the challenge of inte- 
grating Corus with Tata Steel and it could all look quite 
daunting. Says s&P's Taneja, “Tata Steel’s earlier ac- 
quisitions were much smaller in size and integrating 
them was much easier.” Yet, its earlier deals—like 
Singapore’s NatSteel, which it took over in February 
2005 and Thailand’s Millennium Steel, which it ac- 
quired in December 2005— may help like dress 
rehearsals do before the final show. *With Tata Steel's 
plans for its greenfield projects, the combined business 
would be around 40 million tonnes by 2011-12. This 
entity, I believe, which will combine the strengths of 
Tata Steel and Corus, will become a powerful force in 
the world of steel which today is increasingly consoli- 
dating," adds Muthuraman. 

But things are not exactly hunky dory at Corus. Ever 
since the merger of Dutch company Koninklijke 
Hoogovens and British Steel to form Corus in 1999, the 
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company’s financial health has suffered. The merger 
wasn’t smooth and by early 2003, Corus’ stock market 
valuation had shrunk to $230 million (Rs 1,058 crore) 
from $6 billion (Rs 27,600 crore) in 1999. In response, 
Corus launched a programme called ‘Restoring Success’ 
in June 2003 aimed to deliver EBITDA benefits of £680 
million (Rs 5,848 crore) per annum by the end of 
2006. “Ninety per cent of the total targeted savings of 
£680 million have been achieved," says Varin. 


Big-time leveraging 

The other issue—and the one that has been most talked 
about—is that of financing. The Tata-Corus deal marks 
the single largest instance of leveraging. Tata will borrow 
$6 billion or Rs 27,600 crore (this includes the amount 
to refinance Corus' existing debt) to fund the acq- 
uisition. Yet investment bankers—and certainly those who 
advised the Tatas—don't seem to be worrying. Says 
ABN AMRO's Gadhia, "Funding for strategically com- 
pelling transactions is always available and although 
Indian companies might often be smaller than their 
overseas competitors, their profitability is frequently 
superior." That probably holds true for Tata Steel and its 
much larger prey, Corus: Tata Steel's EBITDA margins have 
consistently been in the 30-35 per cent range, while 
Corus' have been at best at 10 per cent. 

Macquarie's report points out that Tata Steel is 
"cash rich" thanks to $0.6 billion (Rs 2,760 crore) 
raised through a preferential offering to its promoters 
and cash in hand at $0.5 billion (Rs 2,300 crore) 
which is in addition to expected cash earnings for the 
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current year of $0.6 billion, making for a total of $1.7 
billion (Rs 7,820 crore). Besides, if needed Tata, who 
manages his group like a confederation, can also unlock 
Tata Steel's investments in other group companies. 
For instance, the value of Tata Steel's holdings in 
other Tata Group companies like Tata Motors and Tata 
Power is more than Rs 3,000 crore. 

The Tata-Corus deal has been struck at a time 
when the global steel industry is booming. What hap- 
pens if there's a downturn? “Steel prices are expected 


to be stable in the near to medium term, since there is | 


strong demand. Even if prices do fall, we do not expect 
either of the companies to make losses," says Shriram 
lyer, Head (Research), Edelweiss Securities. Then 
there are those who are sceptical about the Tata- 
Corus combine getting benefits of Tata Steel’s cost ad- 
vantages. A Merrill Lynch report says Tata Steel may 
have to wait till 2010 when its first phase of a new fac- 
tory at Orissa is commissioned before it could hope to 
get any significant cost advantage. 

Big global M&a deals can run into hitches and, alt- 
hough everything looks good thus far, that could be true 
for Tata-Corus as well. There is, for instance, the pos- 
sibility of counter bids from other global steel firms. 
Besides, Tata Steel, in which the promoter group has a 
30.26 per cent shareholding at the end of September 30, 
2006, could itself be a takeover target. But, for the 
moment, as Ratan Tata applies the finishing touches to 
what is unarguably an Indian company's largest over- 
seas acquisition, Tata Steel has found its place in the sun. 
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й Faced with competition and shrinking demand, the 
world’s largest postal service tries to become a 
one-stop logistics shop. Can it pull it off? avir микнккукк 


x 


work. Two trucks from India Post arrived within 72 
hours with more than 7 tonnes of essential components; 
soon the Pawan Hans chopper was repaired and it 
took to the skies. 

Those who associate India Post with the image of a 
khaki-clad postman with a bag flung on his shoulder tra- 


“wr N SEPTEMBER THIS YEAR, WHEN PUNJAB CHIEF 
| Minister Amarinder Singh’s helicopter crash- 
| | landed in a remote corner of Gurdaspur district, 
B Punjab, Singh managed to escape with minor 
< injuries but help also arrived in an unexpected 
form—India Post. Singh may have been whisked away 


by car but his chopper was grounded completely as its 
rotor blades and other essential parts were damaged be- 
yond repair. Enter India’s 150-year-old postal net- 


versing the bylanes of bustling cities or walking through 
paddy-fields in far-flung villages are in for a pleasant sur- 
prise. In fact, the friendly neighbourhood postman is to- 


Жал a new image: India Post 5 еда иер Diesh with John Samuel, GM, and IMG Khan, Member (Operations) 
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day many more things than just the man who stuffs en- 
velopes and post-cards into your letter box. Soon he 
could be selling you insurance policies or mutual funds 
or even fast-moving consumer goods (FMCG) or just sit- 
ting you down and doing a market survey for a big cor- 
porate giant. Meanwhile, his organisation, India Post, 
could have metamorphosed from a deliverer of letters 
and parcels to a full-blown logistics management com- 
pany that handles supply-chain needs of big business. 

Hit by changing market realities (read: the bur- 
geoning growth of private courier services, telephony 
and electronic mail) that have resulted in a significant 
decline in exchange of traditional post cards and inland 
mails, the state-owned postal department is fast trying 
to adapt to the new age. 


World's largest network 

The biggest thing going for India Post is its size. With 
1,55,618 post offices— 1,25,148 of which are in ru- 
ral India—no other distribution network comes close 
to its reach. There is one post office for every 21.13 sq 
km, covering on an average 6,602 people. That's what 
the Department of Posts wants to leverage. 

Sitting in her sprawling first-floor office in Dak 
Bhavan, the department's headquarters, a few hundred 
metres from Parliament House in New Delhi, Jyotsna 
Diesh, Secretary, Department of Posts, offers a matter- 
of-fact explanation for the changes she is overseeing, India 
Post has no options but to diversify, she says, pointing to 
the growing competition in its traditional business and the 
changing behaviour of consumers. Her goal: to become 
the country's largest retail network with the widest 
reach. “We're working to change our image of just being 
the bearer of the mailbag. Just wait and see!” 

It's under the leadership of Diesh, 57, a 1969- 
cadre officer, that India Post has started using its huge 
manpower and network for a gamut of new serv- 
ices—ranging from data survey and customer verifi- 
cation for corporate clients to transporting huge bulk 
cargo of any volume through extended logistical op- 
erations. It has also begun retail selling—its postmen and 
offices today sell anything from aloe vera personal 
care products and soaps to Darjeeling tea and mutual 
funds. They even deliver herbal potions developed by 
the popular Yoga guru Swami Ram Dev and organic 
food to consumers’ homes. 

Even other government departments use the might 
of India Post’s network. The Election Commission, for 
instance, uses the post office to update its electoral rolls 
and the Income-Tax department uses it as a convenient 
collection point. “This year in July we raised ІТ returns 
worth Rs 5.7 crore in just 3 days,” says Diesh. Long 
queues at regional passport offices have now disap- 
peared with the peripatetic postman taking over the pro- 


INDIA POST'S NEW NEW THING 


The good old post office is reinventing itself by: 


т Becoming the retail front for all kinds of products 


тш Opening bank extension counters for loans and 
micro credit 


т Diversifying into premium services like selling 
mutual funds 


ш Expanding from parcels to logistics support 


m Becoming a cash collection agency for private 
апа public sectors 


т Setting up 300 shop-in-shop financial marts to 
sell a variety of financial products 





Financial marts: Aiming for new market 


INDIA POST BY THE NUMBERS 


1,55,618 
3,59,685 


6,34,321 
21.13 sq km 
6602 





Source: Department of Posts 


cessing, distribution and dispatching functions. 


Retail tie-ups galore 

Given the incredible depth and reach of post offices, 
several suitors are seeking tie-ups for distribution of 
their products and services. Post offices have been sell- 
ing mobile phone recharge cards, admission forms for 
UPSC and distributing milk coupons for a long time. 
But now the department will launch a platform that 
will enable retailing of a range of around 200 stan- 
dardised branded products, like pressure cooker, 
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Stubborn Deficit 


India Post still spends more than what it earns. 





sare MN 
lil | ili | 
2001-02 2002-03 2003-04 2004-05 2005-06 
Figures in Rs crore ШЕЕ Revenue Шш Expenses 


How India Post is Subsidised 


Registered letters and money orders hog the subsidies. 


SERVICE SUBSIDY TRAFFIC TOTAL 

PER UNIT (IN MILLION) DEFICIT 

(IN RS) (IN RS CR) 
Post Card 6.1 255.1 156.6 
Printed Post Card 0.7 43.6 29 
Letter Cards 4.1 327.5 135.4 
Registration 16.0 223.3 357.9 
Money Order  * Bs 116.5 331.5 
Reg. Newspaper (Single) 7.9 59.3 46.6 
Reg. Newspaper (Bundle) 12.2 3.6 44 
Printed books 9.2 2.5 23 
Рагсе! 12.1 5,2 6.5 
Others NA NA 160.0 
Total 1,203.0 


Source: Economic Survey (2004-05) NA: Not Available 


mixer-grinder and even furniture. “It will be based on 
a concept of virtual shopping whereby a customer can 
place order for a consumer durable on the catalogue 
at any post office, " says John Samuel, General 
Manager, Marketing. Adds Raghav Lal, Chief General 
Manager, Business Development: “We are helping 
telecom firms such as Reliance, Airtel and BSNL in bill 
collections.” In fact, the department has added value 
to such services by even planning to print and dis- 
tribute bulls and collect cash and cheques for service 
providers like telcos and power companies. 
Meanwhile, the international money transfer 
chain, Western Union, a preferred channel for ex- 
patriate Indians to remit money to their families in 
India, has tied up with India Post to reach the last-mile 
recipient, while other companies are using the network 
for mutual fund schemes, personal loans and cata- 
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Post-haste: Now, a range of services on offer 


logue-based retailing. 

For banks and other financial services companies, 
the reach of the postal network is a big opportunity. 
With a network that is more than double that of all 
bank branches put together and thrice that of the 
number of all police stations, India Post has been the 
primary repository of rural savings. The department has 
total deposits valued at Rs 3,75,000 crore from 140 
million savings account customers. 

The idea now is to transform the post office net- 
work from being a mere distribution hub of parcel and 
mails into a one-stop Postal Finance. Companies like 
State Bank of India Mutual Fund (SBIMF), UTI and ICICI 
have tied up with the postal department to enable in- 
vestors to make their investments through post of- 
fices. The department has also begun selling insur- 
ance products for Oriental Insurance and processing 
loans for GE Countrywide. Even Indian banks have 
found an unlikely ally in India Post. Faced with fulfilling 
Reserve Bank of India’s priority lending guidelines— 
which state that at least 40 per cent of funds should be 
lent to the rural sector—banks will now use India 
Post’s network to reach the rural consumer. 


And the bottomline is? 

If things seem so upbeat, could there be a catch? Well, 
yes. Although revenues of the Department of Posts have 
been growing steadily at an average rate of 8.4 per cent 
over the last six years and touched Rs 5,223 crore last 
year, India Post has social obligations to serve. For de- 
livering a postcard from Indira Point in the far-flung 
Andaman and Nicobar islands to Ladakh in the upper 
reaches of the Himalayas, the department still charges 
a measly 50 paise (the price of a matchbox). The av- 
erage loss that the department incurs for delivering a 
postcard is Rs 6.10 and for an inland letter it is Rs 4.10. 
For the average money order—the preferred way of 
sending money across the country for millions of 
Indians—India Posts takes a hit of Rs 30. 

The imbalance of trying to match costly social ob- 
ligations with revenues has meant that the depart- 
ment loses money every year. And although new ini- 
tiatives to earn more revenue have had some impact, the 


average annual deficit over the past five years has 
been between Rs 1,200-1,500 crore. The big worry is 
India Post’s ballooning non-plan expenditure, like 
salary bills, pension schemes, and economically unviable 
rural post office ventures, which comprise 99 per cent 
of the department’s spending, while little or no pro- 
ductive capital expenditure is made by it. 

This is precisely why India Post is adopting its new 
strategy of pursuing more revenue-generating capacity. 
In this, it is following what the us Postal Services began 
doing several years ago by tapping mutual funds and re- 
tail markets. Says Diesh: “The only thing is that they 
have been doing it since almost two decades, and we 
have just started.” 

The us postal services also enjoy monopoly in 
certain segments where some categories of mail are re- 
served for it. The Indian postal department has also 
been seeking similar sops and reservations. “It would 
just give us a fair ground in wake of our additional ex- 
penses to meet the social obligations,” says Diesh. 

The biggest competition for India Post has been the 
express (or courier) industry, which 
has been nibbling into its market 
share. Of the total value of Rs 
1500 crore worth of revenues from 
delivery and dispatch of packages 
and parcels last year, about 200 
private courier companies accounted 
for 72.45 per cent share, while 


Total size: 1,500 er 


India Post’s express service, Speed [ 
Post, had а 27.55 per cent share. | 
India Post is also taking other 


measures to earn more revenues. 
Last year, it did away with the 
35-kg upper limit for parcels and 
now delivers just about anything. 


“ mae ; * About 200 firms 
Logistics has a market potential 


Figures in per cent 
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Logistical link: India Post is gearing up for a bigger market share of the express business 


The Express Market Pie 


Speed Post is the clear leader. 











of Rs 75,000 crore and we just can't afford to lose 
it," says MS Bali, Postmaster General in-charge of 
north-east, who till last month was general man- 
ager, marketing, at the head quarters. *We have de- 
cided to break barriers and think big," says he. 
"The postal department will provide any service as 
long as it is monetarily feasible." India Post has 
begun offering complete supply chain solutions 
ranging from doorstep pick-up, warehousing, order 
processing, order fulfillment insurance, packaging 
of consignment to delivery. 

And, in what is a brick-and-mortar set-up's ul- 
timate reinvention, India Post is even using VSAT 
links to receive and process orders for water from 
the Ganges—considered auspicious by Hindus— 
whereby the department would deliver bottled 
Ganga Jal from Hrishikesh or Haridwar direct to 
the homes of consumers, without them having to 
make the journey themselves. Already, the depart- 
ment has an e-money order scheme whereby money 
deposited at district post offices gets transmitted to 
the recipient instantly. 

Still, there are challenges. First, 
there is the fact that all these new 
initiatives are still in their infancy. 
And how the department, which 
is, after all, part of the govern- 
ment and not a separate au- 
tonomous body, manages to exe- 
cute them will determine their 
success. Besides, balancing over- 
whelming social obligations—the 
50-paise postcard and the Rs 
2.50 inland letter—with the 
commercial world’s revenue-gen- 
erating initiatives could well turn 
out to be a daunting task. Ш 
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Move Over, Spider-Man: 
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 THEGODS * 
BE WITH YOU . 


Suddenly, the market for Indian mythology has exploded, 
and consumers worldwide are lapping up stories of 
Hanuman, Krishna, and imaginary heroes and heroines. 
Result: Producers and marketers are staring at a 

Rs 1,000-crore market. T.v. MAHALINGAM 


HE SUMMER OF 2007 WILL WITNESS THREE BIG 

Hollywood superhero releases—Spider- 

Man 3, Fantastic Four 2 and the Nicholas 

Cage-starrer Ghost Rider. But this time 

around, the lycra-clad web-crawler and 
The Thing may have to face off with competition of a 
celestial kind. The pantheon of Indian mythological 
gods, including Ganesha, Hanuman, Buddha and 
Krishna, are all set to engage in battle with the masked 
supermen from Hollywood—all for a piece of the en- 
tertainment action pie. 

The gods are likely to grace the silver screen, the 
idiot box, comic books and merchandise like 
T-shirts, coffee mugs, and key chains like never before. 
On the anvil are entertainment projects worth nearly 
Rs 1,000 crore—from a $120-million epic Hollywood 
biopic on Gautam Buddha, to ambitious mega-budget 
Bollywood movies and comics based on the 
Ramayana, Mahabharata and other timeless Indian 
tales (see Limelight Gods). 


A Giant Leap 

Hindu mythology has it that when Rama’s scouts 
were feeling disheartened at the impossible prospect 
of crossing the vast ocean, Hanuman leapt across to 
Lanka in a single jump. The movie Hanuman did 
something similar for the Indian mythological genre 
(see Box Office Devotion). The 100-minute movie was 
a leap of faith and revived the mythological movie 
genre, which was as defunct as the silent movie. 
“Hanuman was a milestone for Indian cinema,” says 
Mahesh Ramanathan, Chief Operating Officer, Percept 
Picture Company, which co-produced the movie 
with Sahara One Motion Picture. “The movie played 
across 200 screens in the country—a record of sorts 
for any animation movie in India,” says Ramanathan. 







LIMELIGHT GODS 


It's time out with the gods as the mythological 
entertainment market swells to nearly Rs 1,000 crore. 
Mega budget movies, animation films and comics based on 
Indian mythology are all on the anvil. 


FEATURE FILMS 

MARKET SIZE: Rs 750 crore 

TRAILBLAZER: Raja Harischandra (1913), India's first 

film by Dada Saheb Phalke 

ON THE ANVIL: B.K. Modi's $120-million (Rs 552-crore) 
Hollywood epic Buddha, Raj Kumar Santoshi's Rs 100-crore 
Ramayan (unconfirmed) 

Bobby Bedi's Rs 120-crore Mahabharata (unconfirmed) 


ANIMATION MOVIES AND TV SERIALS 
MARKET SIZE: Rs 100 crore 
TRAILBLAZER: Japanese film-maker Yugo 
Sako's Ramayana: The Legend of Prince 
Rama (1992), 

ON THE ANVIL: Hanuman 2, B.R. Chopra's 
Krishna, Om Ganesha, Krishna 2 and Lava 
Kusha. Sahara One is likely to announce projects based on 
mythological themes 





TV SERIALS (CARTOON/ FEATURE) 
MARKET SIZE: Rs 60 crore 
TRAILBLAZER: Sagar Arts’ Vikram Aur Vetal, Ramayan 


ON THE ANVIL: Geet Mahabharat 
(Cartoon series from Toonz animation) 


COMICS 

MARKET SIZE: Rs 60 crore 
TRAILBLAZER: Chandamama (1947) 
Amar Chitra Katha (1967) 
ON THE ANVIL: Virgin Comics 
launch of Ramayana, Devi 
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HOW THE MOVIE HANUMAN WAS MARKETED 


ERE'S A SHORT QUIZ. WHICH MOVIE CLOCKED MAXIMUM VCDS 

sales in India last year? It was not Rang De Basanti 
or Dus. The answer—Hanuman, which clocked about 
250,000 vcos. Rang De Basanti recently overtook 
Hanuman with sales of more than 300,000 усрѕ, but 
Hanuman's achievement is still extraordinary for an ani- 
mation movie in India. 

A lot of this success can be attributed to nifty marketing 
ploys that its producers used. The producers decided to 
weave their marketing strategy around one focal point—Baby 
Hanuman. “We decided to reach out to our primary au- 
dience—kids—with somebody as old as them. That's 


how Baby Hanuman came about. After that, we flooded 


the market with merchandise like tee shirts and soft 
toys," says Sharang Sharma, Business Head, 
Sahara One Motion Pictures, which co-pro- 
duced Hanuman. The producers also roped іп £ 
Broadmind Entertainment to drum up ground f 
level promotions for the movie. 

“We also connected with 500 schools 
across the 17 key markets where we or- А 
ganised games with trivia about Hanuman 
for kids. Kids who won got Hanuman / 
tee shits, masks, gadas and other 
merchandise,” says Navin Shah, Я 
former head of Broadmind , 
Entertainment. He now 
heads P9 Integrated, which 
will handle promotions for 
Hanuman2. Hanuman sold 


The movie was produced at a paltry budget of Rs 6 
crore with 2D animation, but raked in more than Rs 15 
crore at the box office. The movie garnered Rs 1.5 crore 
in the first three days of its release, the first animation 
movie to do so in India. By its third week, box office 
collections had swelled to Rs 7 crore—Mumbai alone 
clocked Rs 3.5 crore. 

The success of Hanuman has inspired others to 
make animation movies that deal with mythological 
themes. A sequel to Hanuman is slated for release 
during Diwali next year. Krishna, India’s first full- 
length 3D animation movie, was released last month. 
Produced by Shethia Audio Video, Krishna opened 
to tepid responses across the country. But that has 
not dissuaded film-makers who are coming up with at 
least two more animated versions of Krishna, including 
a sequel to the recently released movie. 

Producers say that the demand for mythology- 
based animation movies is on the upswing. “Initially, we 
were planning to release 40-50 prints of Krishna across 
a few centres. But after seeing the demand from the 
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Rs 2.5 crore worth of merchandise. “We beat Spider- 
Man's merchandise sales record in India. Yet, we have a long 
way to go because in Hollywood, 30-35 per cent of total re- 
ceipts is from merchandising," adds Shah. 

The merchandising and other opportunities are 
not lost on Prem Sagar, who heads Sagar Arts and is 
son of late Ramanand Sagar—the maker of Ramayan. 
Sagar says he is spending nearly Rs 4 crore on digitising 
and re-editing Ramayan. "A shorter and crisper version 
of the original is being made for the Colaba guy," 
quips Sagar, referring to the up-market area in 
, Mumbai. From making blockbuster movies like 
. Charas (1976) to serials about immortal 
X bliss, the Sagars have come a long 
2$ lv je way. According to the Limca Book of 

Records, the 78-episode TV serial 
4 " Ac ge Ramayan, with repeat telecasts on 20 

: different channels in 17 countries on all 
five continents, has been aired for over 
2,000 hours. The seria! has been viewed by 

over 650 million people worldwide, ac- 
cording to BBC. 

The Sagars are also working on a theme 

park based on Hindu mythology called 
Sagar World. “When ready, the park will 
feature scenes from the Ramayana. There 
will be touch-screen quizzes for kids and 
rides based on mythology,” says Sagar. 
Work has already begun on the park, 
which will be located at Haridwar. 


VU 


distributors, we scaled up the prints to 150, despite the 
demand being there for 250 prints," says Amit Chedda, 
Director, Shethia Audio Video. The booming market in 
mythological animation movies has also caught the 
eye of Kuala Lumpur-based NRI film-makers Sharad and 
Renu Sharan, who plan to make a jumbo-sized 3D 
animation movie called Om Ganesha. The 90-minute 
movie, budgeted at Rs 20 crore (including marketing ex- 
penses), will be dubbed in 12 languages and 500 prints 
will be released across the country in late 2007. 

It’s not just animation movies that are adapting 
Indian mythological themes for storytelling. Myth- 
ological stories are also being embraced by compa- 
nies to make new-age comics, feature films and video 
games. US-based Virgin Comics has roped in film- 
maker Shekhar Kapur and self-help guru Deepak 
Chopra to produce Indian mythology-based comics for 
worldwide audiences. “To date, we have released four 
comics in the Us—Shekhar Kapur's Devi, The Sadhu, 
Snake Woman and Deepak Chopra and Shekhar 
Kapur’s Ramayan 3392AD,” says Sharad Devarajan, 
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BOX OFFICE DEVOTION 


5 MYTHOLOGY LOSING AUDIENCE IN URBAN INDIA? 1975 WAS A DEFINING 
year for Hindi cinema. It was the year India’s blockbuster epic 
Sholay was released. But it did not set the box office on fire im- 
mediately. For nearly a month after that, Sho/ay trailed an unlikely 


contender called Jai Santoshi Maa. 


Tackily made with oodles of melodrama, Jai Santoshi Maa ended 
up grossing Rs 62 crore—a phenomenal box office collection those 
days. Jai Santoshi Ma was definitely not the first movie which got its 
audience down on the floors. In fact, rural audiences of India’s first 
movie Raja Harischandra (April 1913) too prostrated. The movie based 
on a fable from the Mahabharata was directed by Dadasaheb Phalke, 


the father of Indian cinema. 


Dadasaheb Phalke went on to make nearly a hundred more 
movies, most of which were based on Hindu mythology, over the next 
two decades. These included Kaalia Mardhan (1919), Lanka Dahan 
(1919), Birth of Shree Krishna (1918), Shishupal Vadha (1923), 
Ashwatthama (1924), Guru Dronacharya (1924) and Ram Ravan 
Yuddha (1924). The genre started losing steam by the late 40's as 
movies based on ‘social’ themes began to gain ground. By the late 50’s, 
movies based on religious themes were almost dead and gone. 

So when Percept Pictures Company decided to remake Jai 
Santoshi Maa, industry watchers scoffed. “The failure of movies like 
Jai Santoshi Maa proves one thing—content is king. People are 
tired of watching mythological themes because there is too much of it 
on TV,” says trade analyst Taran Adarash. But Percept Pictures COO 
Mahesh Ramanathan says that the movie is fulfilling its objectives. “As 
we expected Jai Santoshi Ma is not doing well in urban multiplex cen- 
tres. But we did a simultaneous release in 150 screens across the coun- 
try of which 80 per cent are in small towns. The movie has done well 
in small towns like Narpur, Udgir, Panipat, which receive prints of lat- 
est Bollywood releases only after 2-3 weeks," says Ramanathan, even 
as he adds that film analysts do not track towns like these. 


CEO, Virgin Comics. Virgin plans to extend mythological 
themes beyond just the comic book format. Says 
Devarajan: “We look at comics as our ‘R&D’ laboratory 
where we can incubate the concept, story and charac- 
ters and then, like other character entertainment com- 
panies such as Marvel Comics, we intend to aggressively 
move our characters into the realm of games, feature 
films, animations and merchandising." Virgin has also 
just announced an animation project called Secret of the 
Seven Sounds, a full-length animated feature for kids, 
inspired by the Ramayana. ^We also have a mobile gam- 
ing relationship with a leading Indian mobile game de- 
veloper to create and launch a series of games based on 
our comics," adds Devarajan. 


Parlez-vous Anglais, Ravana? 

Despite all the interest in Indian mythology, would 
grandma stories about the exploits of Indian gods in- 
terest western audiences used to action-oriented caped 
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Old film in new avatar: Ramanathan is hopeful 
of recovering the production cost 


crusaders like Spider-Man, Batman? Here's an inter- 
esting statistic to chew on—Hanuman had an unim- 
pressive two-week box office run in the UK. But 20,000 
DVDs of Hanuman were sold in the UK. “We released 
Hanuman in the UK only to prime up the UK home 
video market and that worked because of the large NRI 
population, which wants to buy these DVDs as gifts 
for their children," says Percept's Ramanathan. Another 
pointer towards the marketability of mythological 
content is the extraordinary success of serials like 
Ramanand Sagar's Ramayan. The 78-episode long tel- 
evision serial was telecast across five continents, in- 
cluding countries like the us, the UK, Canada, Trinidad, 
Surinam, Thailand, Indonesia, Nepal, South Africa 
and Kenya—countries with sizeable Indian diaspora. 

Padmini Mirchandani, the publishing director of 
India Book House, which publishes Amar Chitra Katha 
comics, says that about 10 per cent of the comics’ total 
sales of 30 lakh copies happen overseas. “We have got 


GRAPHICS BY PIANKI PAUL 


distributors in countries like the 
Us, the UK, Malaysia, Indonesia 
and are receiving strong en- 
quiries from new markets like 
Australia, where there is a size- 
able NRI population," says 
Mirchandani. 

The moot question is, ‘Is 
there a market beyond NRI au- 
dience for Indian mythological 
content?' *Absolutely," con- 
tends Devarajan. *I think the 
American audience has an ap- 
petite for something new and 
different. If you told a parent 10 
years ago their child would know 
Pokemon or Yu-Gi-Ob! over a 
Spider-Man, they would have thought you were crazy. 
Yet today, an estimated 30 per cent of animated pro- 
gramming in the Us is based on Japanese and Asian con- 
tent." Virgin also plans to push their comics with an 
Asian launch in Singapore, Malaysia, Indonesia and 
Thailand later this year. The comics will also be trans- 
lated into French, Italian, Spanish and launched in 
Europe and Latin America by early 2007. 

Others believe that the very appeal of Indian 
mythology lies in its universality. *Buddha was the 
first globally renowned Indian. Buddha's message of uni- 
versal love will appeal to one and all," says Beverly 
Hills-based veteran industrialist and Chairman of 
MCorp Global B.K. Modi, who is planning to make a 
biopic on Gautam Buddha. Modi plans to shell out $20 
million of the proposed $120-million budget, and the 
rest will come from distributors and banks. 

"We want to make it on an epic scale like Ber 
Hur, Gladiator, and Ten Commandments. At this 
point of time, we are looking at a global release by 
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Ad Volumes Are Down... 
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Screen devotion: Amit Chedda, director, Shethia Audio Video, sees a booming mar 
ket for mythological animation films 


2008. That's not just about making the movie. It's 
about releasing the movie across 8,000 theaters in the 
world," adds Modi, who has roped in Hollywood 
producer Michel Shane, the executive Producer of 
Hollywood blockbusters like the sci-fi hit I, Robot 
and Catch Me If You Can. 


God's Own Country 

Back home, mythology and entertainment go back a 
long way (see Box Office Devotion). India's first movie, 
Raja Harischandra (1913), was based on a fable from the 
Mahabharata. India's most viewed serial ever was a 
mythological (Sagar Arts’ Ramayan). The Mahatma 
(Gandhi) himself, who was known to despise cinema, 
saw portions of a movie, Rama Rajya. But over the past 
decade, mythological themes have not been very pop 
ular either on television or on the silver screen. “Myth- 
ology-based serials have always been popular in India. 
But over the past couple of years, there has been an over- 
dose of religious programming. The audience is getting 


...And Advertisers Are Mass Marketers. 
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Who's Watching? 
Ramayana The Legend: On Cartoon Network 
| AGE X SEC  —— GENDER -. 


Female 





RI 





Sai Baba: On Hindi GEC* 
Qa CX eure 


Female 





Male 








м. 
ММ 


Source: TAM Peoplemeter System 
*General entertainment channels 


Figures in per cent 
Both are top-rated shows in respective categories 


LANGUAGE 


indi 
Hindi. 


MYTHOLOGIC 
JLOGII SHOWS 


d Y SHOW 


е 


saturated,” says Ashish Kaul, Senior УР, 
Zee Networks. 

As a result, with the exception of 
top-rated mythological programme, 
Sagar Arts’ Sai Baba, none of the other se- 
rials has been able to gain any great momentum (see 
Who's Watching?). On the other hand, animated mytho- 
logical content has been doing well on television. 
According to Cartoon Network, which has aired nearly 
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a dozen mythological movies and serials, movies like 
Ramayan: The Legend of Prince Ram have rated an av- 
erage of 2.5 TVRs (television rating) in all its airings in 
All Kids and a 3.0 TVR in SEC AB (over 2004 and 2005). 

The Indian comic industry is also making a come- 
back after the bloodbaths of the 80’s when publications 
like Indrajaal fell by the wayside. According to indus- 
try watchers, Indian comics industry is worth Rs 90-100 
crore. Of this, nearly Rs 55-60 crore worth of comics 
are of mythological content. Says Amar Chitra Katha’s 
Padmini Mirchandani: “Our sales are growing at 20 per 
cent annually. The growth is so much that we are 
finding it difficult to keep abreast of the demand. We 
sell about 2.5 lakh copies a month." ІВН has a market 
share of about 30-35 per cent and has published 450 
Amar Chitra Katha titles, of which approximately 60 per 
cent are based on mythology. 

Virgin Comics, too, sees a good business opportu- 
nity in the Indian market and plans to launch its 
comics in late October at a price range of Rs 15-35, a 
tad below Amar Chitra Katha titles, which are priced at 
Rs 35. *In India, unfortunately, the level of art and story 
remained in the past and did not evolve to cater to to- 
day's kids, who were being exposed to international lev- 
els of production quality,” says Virgin Comics’ Dev- 
arajan. “In fact, Amar Chitra Katha and others are 
just reprints of the same Indian comics from decades ago 
and they expect them to appeal to today's kids...even 
timeless characters such as Spider-Man and Superma: 
evolve every year for a new generation," says Devarajan 
Virgin has set up a centre in Bangalore that employs a 
hundred artists who are churning out comics. 

That's another big question Indian content cre- 
ators are trying to address. “The key thing about an- 
imating mythological content is to keep the storyline 
as simple as possible. Our mythological stories tend 
to be very complex,” says P. Jayakumar, CEO, Toonz 
Animation. *The cultural and local sensitivities also 
have to be taken into account while adapting mytho- 
logical stories. This proves to be a drawback when 
we try to sell the show in the overseas market. We 
constantly walk a tightrope trying to create a uni- 
versal product," he adds. 

Bollywood is also planning to jump into the fray by 
making Indian mythology's greatest epics—Ramayana 
and Mahabharata—into films. Veteran film-maker 
Rajkumar Santoshi has plans to make a Rs 100-crore 
Ramayana, while Bobby Bedi (of Bandit Queen fame) is 
reportedly exploring the idea of making a movie based 
on the Mahabharata for another Rs 120 crore. Clearly, 
one is going to hear and see a lot more of Indian gods 
and goddesses in the near future. The million dollar ques- 
tion is, will these big-budget projects work? Fittingly eno- 
ugh, that’s a question only the gods can answer. ш 
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India's First Free for Life Credit Cards. 


Experience unlimited freedom with India's first 'Free for Life' credit cards, 
from ICICI Bank. Unlike other credit cards that charge you annual fees after 
the first year, ICICI Bank Credit Cards are free for your entire life. Which means 
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Mutual Funds You 
Can Still Buy Gheap 


With stock markets at all-time highs, entering a mutual fund has 
become an expensive proposition. But here are five funds you 
can still buy cheaply. ANAND ADHIKARI 


NE OF THE FASTEST 
growing private sec- 
tor mutual funds in 
the industry, Tata 
Asset Management 
Company, does not want to launch 
any new schemes, at least in the 
near future. Why? Its CEO, Ved 
Prakash Chaturvedi, believes that 
the current market conditions dem- 
and consolidation, not expansion. 
And guess what? Chaturvedi, who 
manages Rs 12,500 crore in assets, 
is not the only fund manager who 


thinks consolidation ought to be 
the flavour of the season. 

What explains the mood of 
caution in the Rs 3,00,000-crore 
mutual funds (MF) industry? Faced 
with heavy redemptions by in- 
vestors, fund houses went on a 
launch spree. In 2005-06 alone, 
they rolled out more than 130 
schemes, mopping up a record Rs 
50,000 crore from investors. And as 
the Bombay Stock Exchange bell- 
wether index, Sensex, continued 
on its dizzy climb from the 3,000 


levels back in 2003 to 12,600 levels 
in early 2006, investors were only 
too happy to stay invested or put 
more money into MFs. 

Things, however, look far more 
difficult for both fund managers 
and investors. The Sensex is at a 
giddy 13,000, reflecting a price-to 
earnings (PE) multiple of more than 
21, and the rally from now on is 
going to be very selective, unlike 
the relatively broad-based bull run 
so far. Besides, the redemption pres 
sures on MFS have eased a bit and 
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NFOs At A Discount 


Here's a list of funds worth taking 
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they are now trying out long neg- 
lected close-ended schemes, where 
there are no easy exits for investors. 
Gold and overseas funds are other 
investment options that have caught 
the fancy of the MF industry, 
Historic highs of stock markets 
are possibly good news for existing 
investors in mutual funds, but what 
about those who either missed the 
stock market boom or are trying to 
enter it via MFs at this stage? What 
are their chances of raking in the 
sort of returns that investors of vin- 
tage have racked up? Very slim. For 
one, with few fund houses mulling 
new schemes, the choice for inve- 
stors boils down to existing schemes. 
But we already know what the prob- 
lem is with such funds: Their net as- 
set values (NAVs) are high, meaning 
the small investor has to shell out big 
money to enter into a scheme 
Take, for instance, some of the 
best funds in the business (see Star 
Performers...). HDFC Equity Growth, 
which returned 58.52 per cent over 
the last year, has a net asset value of 
Rs 138.29; Prudential icici Dynamic 
Plan, which fetched identical 
returns, has an NAV of Rs 57.79. 
Similarly, some sector-specific funds 
such as Franklin Infotech Fund and 
UTI Petro Fund are available if you 






are willing to shell out more at Rs 
25 per unit. "Price is immaterial. 
It is the growth in the Nav that 
matters," advises R. Swaminathan, 
National Head (Mutual Fund), IDBI 
Capital Market Services. 

It's an advice worth a million 
dollars, but not quite reflective of 
the typical MF investor psyche. Most 
of them tend to, or at least want to, 
enter funds at Rs 10 or at a dis- 
count. Few of the good existing 
schemes allow you to do that. “In 
any existing scheme, what investors 
should be looking at is the track 
record of the fund house, invest- 
ment approach and the brand 
strengths," argues Chaturvedi of 
Tata Mutual Fund. Perhaps not sur- 
prisingly, Chaturvedi recommends 
investors to look at Tata Pure Equity 
Fund (NAV Rs 57.27 per unit), 
which has racked up a CAGR (com- 
pounded annual growth rate) of 35 
per cent over the last eight years. Yet 
another fund he suggests is the Tata 
Infrastructure Fund, available at an , 
NAV of Rs 21.76 per unit. 

“Study how the fund has per- 
formed in a rising and a falling mar- 
ket. It's advisable to go for an ex- 
isting fund that has gone through at 
least two stock market cycles," says 
Dhirendra Kumar, СЕО, Value 


How To Invest In Existing Schemes 
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“Price is immaterial. It is the 
growth in net asset value 
that matters” 


R. Swaminathan, National Head(Mutual 
Fund), IDBI Capital Market Services 


Research India. Kumar rates Fran- 
klin India Prima, and HDFC Equity 
Fund as star performers in the 
existing fund pack. N. Sethuram, 
Chief Investment Officer, sei Mutual 
Fund, warns investors to be cau- 
tious. “One should study the 
investment objective of the fund 
and the actual portfolio allocation 
before plunging in,” says Sethuram. 
“Any scheme that does not stick to 
its investment objective should be 
avoided,” Sethuram cites SBI’s 
Magnum Equity Fund, a large-cap 
fund, which never changed course, 
despite many fund houses shifting 
the investment objective from large 
cap to mid cap as well as small cap 
in 2003 and 2004. Today, the 
Magnum Equity Fund has returned 
over 16 per cent since its incep- 
tion. Sethuram also recommends 
SBI Magnum Global, which is avail- 
able at Rs 36.35 per unit. 

As it happens, every fund house 
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“Investors should look at the 
track record of the fund house 
and its investment approach” 
Ved Prakash Chaturvedi, CEO, 
Tata Mutual Fund 


has a fund to suggest or a tip to 
offer, but we have short-listed a 
few theme-based schemes that 
tapped the market in early 2006 
and are now available at a discount 
or Rs 10 per unit. We have only 
looked at funds that have some 
track record to speak of, and have 
more than Rs 500 crore in corpus. 
As a rule, the investor should also 
keep certain investment principles in 
mind before investing. Be clear 
about the type of fund you want 
to invest in: equity, large-cap, mid- 
cap or small-cap, or a diversified 
scheme. Make sure the fund is not 
heavily invested in one stock and 
that the type of stocks it has in its 
portfolio is in keeping with the 
stated fund objective. At any rate, 
you should seek as much profes- 
sional advice as possible (see How to 
Invest in Existing Schemes). 

Now, for the five funds that we 
have identified for you: 
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"It's advisable to go for a fund 


that has 


pe through at least 
two stoc 


market cycles" 
Dhirendra Kumar, CEO, 
Value Research India Ltd 


Follow The Leader: ABN AMRO's 
Future Leader is yet to complete 
six months, but the fund has re- 
turned handsomely ever since its 
launch. For instance, its three-month 
absolute return is at 22.84 per cent, 
although the МАУ performance since 
inception is negative at 8.29 per 
cent. The objective of the scheme is 
to generate long-term capital ap- 
preciation by investing in both mid- 
cap and small-cap stocks of com- 
panies in high-growth sectors. If 
you are a long-term investor, which 
is what every retail equity investor 
should ideally be, then the Future 
Leader fund is something you 
should be looking at. 

Take A Lifestyle Bet: Kotak Life 
Style Fund is betting on India’s 
changing demographics, rising con- 
sumer spending and lower cost of 
retail credit. While its top holdings 
are in Indian Hotels, rrc and Bharti- 
Airtel, the fund also has exposure in 
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Ready to Take Off 


These funds have an ideal and stable corpus of over Rs 500 crore 


ABN AVRO Future Leader 
Kotak Lifestyle Fund 
Prudential ICICI Fusion Fund 
UTI Contra Fund 

* Figures in Rs crore 

Source: IDBI Capital Markets 


The Indices Stack-up 
25.20 







^ Absolute NAV-based returns in per cent as on October 17, 2006 
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Star Performers, But A Bit Expensive 


High NAVs mean that the investor has to pay more to buy them. 






Prudential ICICI Dynamic Plan 
DWS Alpha Equity - Y 
DSP Merrill Lynch Tiger Fund — — — 
Franklin India Opportunities Fund 
HDFC Equity Growth 

*|n Rs per unit as on October 17, 2006 


new growth stories like Shoppers’ 
Stop, multiplex chain operator РУК, 
retailer Pantaloon, logistics provider 
Gati, Balaji Telefilms and Indiabulls 
Financial Services. If the fund con- 
tinues to hold on to these stocks, in- 
vestors can look forward to some 
decent gains over the long term. 

Get Close and Invested: A close- 
ended fund is for all those who 
wish to remain invested for a longer 
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^ Absolute returns in per cent as on October 17, 2006 
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duration in a scheme. Prudential 
ICICI's Fusion Fund is the only close- 
ended diversified equity fund avail- 
able at a throwaway price. Since 
it’s a close-ended fund, there is not 
going to be any redemption pres- 
sure and the fund manager has suf- 
ficient time to build a long-term 
portfolio. This five-year scheme 
adopts a bottom-up approach to 
investing and has high exposure to 





the capital goods, construction, and 
software sectors. L 
Lock In With Sensex Toppers: 
Reliance Equity Fund, an open- 
ended diversified equity scheme, 
looks at a universe of only 100 blue 
chip companies by market capitali- 
sation, with minimum 75 per cent al- 
location to equity. Today, the fund 
is fully invested in equity and debt. 
In fact, in a six-month period, 
Reliance Equity Fund has given bet- 
ter returns than the key benchmark 
indices. By the way, this fund from 
the Anil Dhirubhai Ambani group is 
also using the derivative route to 
hedge the equity portfolio. 

Go Contra: If you believe in buying 
things in off season, then Uri Contra 
Fund may appeal to you. It offers 
the best opportunity in the current 
market, where only fundamentally 
strong stocks would reward the 
shareholders. True to its name, the 
fund has little or no exposure to 
the so-called overvalued sectors like 
auto and auto ancillaries, software, 
metals, oil & gas, and steel. The 
fund is amassing fundamentally stro- 
ng stocks in relatively neglected sec- 
tors like banks, power generation, 
pharmaceuticals and textiles. The 
fund's objective is to invest in stocks 
that are fundamentally strong, but 
out of favour due to short-term 
concerns or the marker's inability to 
recognise their potential. 

As you can see, despite high 
Sensex valuations, there are still 
plenty of opportunities for the smart 
investor. Which of the five funds 
mentioned here you decide to go 
with will, of course, depend on 
your own risk appetite and biases. 
But it's a no-brainer that you'll be 
better off buying a cheaper, but 
fundamentally strong, fund than a 
high-priced scheme, where appreci- 
ation in the NAV may not just be hard 
to come by, but the risks of it drop- 
ping are high too. Even if you are a 
mutual fund investor, good invest- 
ing is all about buying long-term 
winners early on and cheaply. 


Mid-caps for Tomorrow 


There are hundreds of mid-cap stocks that are trading way off their peaks, 
making them good bets for the long term. MAHESH NAYAK 


POPULAR LAMENT AMONG 
As investors these days is 

that with the Sensex hover- 
ing near 13,000 points, there just 
aren’t enough value picks left in 
the market. Nothing, we say, could 
be farther from the truth. First of all, 
what the Sensex reflects is just the 
performance of 30 blue-chip stocks. 
That means there are hundreds of 
other stocks—there are 4,700 com- 
panies listed on the Bombay Stock 
Exchange (BsE)—that stand to gain 
from the robust economic growth, 
but aren't getting the same kind 
of investor attention possibly bec- 
ause they are relatively small. So, if 
you are kicking yourself for missing 
the Sensex rally, don't. Between 
the Sensex high of 12,994 on 
October 17, 2006, and the previous 
high of 12,671 on May 11, 2006, 
there were nearly 1,900 stocks 
trading up to 92 per cent below 
their highs. As you could have 
guessed, most of these are mid- 
cap and small-cap stocks. 

Should investors be looking at 
some of these battered stocks? “Yes. 
Apart from sugar stocks, investors 
can invest in mid-cap stocks per- 
taining to FMCG, hotels, tyres, auto, 
construction & engineering, cables, 
pipes, paint and paper sectors,” 
says Alok Agarwal, Senior Analyst, 
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Stock is down 34 per cent from its peak 


rks: The company's 


Motilal Oswal Securities. What's 
wrong with sugar? The govern- 
ment has banned export of sugar 
and mills are staring at the possi- 
bility of having to sell their output 
below their cost of production. 
In other words, their bottom lines 
are going to get hit. “That is the 
reason why most of the sugar 
stocks are trading up to 70 per 
cent lower than their previous 
highs," notes Agarwal. (According 
to some reports, the government is 
considering lifting the ban on 
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sugar exports.) 

Coming back to the other sec- 
tors, analysts say that mid-caps are 
in for good times because global 
worries on oil prices are easing 
and higher rates of interest mean 
lower raw material cost as well as 
cheaper availability of money for 
capex. In fact, some analysts say 
that mid-caps are the only cate- 
gory that can deliver multiple ret- 
urns, since they are theoretically 
supposed to out-perform large caps 
in the long term. Why? Simply 
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because their growth potential 
should normally be higher than 
those of large companies. But if 
you look at their performance so 
far this year, you'll find that most of 
the mid-caps have under-performed 
the Sensex. Stretch the period of 
examination and you get a different 
result. For instance, between 
January 1, 2001, and October 20, 
2006, the S&P CNX Nifty Index 
recorded a return of 193 per cent, 
while the CNx Mid-cap Index 
jumped 313 per cent. 


Big Returns Ahead 

Point: This may be a good time to 
enter mid-cap and small cap stocks, 
given that several of them are trad- 
ing below their historical peaks. 
“Not every stock is good, but most 
of them are still trading below their 
fair valuations,” says Amitabh 
Chakraborty, Head of Research 
(PCG), BRICS Securities. “Unlike the 
last time round, the rally in the mar- 
ket is not euphoric. Earlier, the val- 
uations were unrealistic and, there- 
fore, when liquidity got skewed, 
they all fell.” Chakraborty says that 
if the business fundamentals of a 
company are good, it is well man- 
aged, and its financials are healthy, 
your investment would not only 
survive weak markets, but also fetch 
good returns. His top picks among 
mid-caps are Venus Remedies, Micro 
Technologies, Mangalam Cements 
and Lloyd Electric. He feels these 
stocks will rise 45-50 per cent over 
the next 12 months. “India being a 
growth story, one can’t avoid mid- 
caps," says Paras Adenwala, cio 
(Equities), ING Vysya AMC. *Mid- 
caps have underperformed the in- 
dex, but fundamentals have im- 
proved, therefore, it's just a matter of 
time before one sees a huge up- 
swing in the mid-caps." 

Adenwala might just be right. 
For the quarter ended September 
2006, 59 of the 200 companies in 
the CNX Mid-cap Index recorded a 
75 per cent jump in combined net 
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Pyramid Retail: A good pick 


What the analysts 
recommend* 
Mid-caps that analysts are betting on. 
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Shree Renuka Sugars 

Ugar Sugar Works 
Simbhaoli Sugars 

Piramyd Retail 

Torrent Cables 

Pratibha Industries 

Lloyd Electric & Engineering 
Tantia Constructions _ 
Micro Technologies (India) 
EIH Associated Hotels _ 
Dynamatic Technologies 
Engineers India — 
Orchid Chemicals 

& Pharmaceuticals 
Amar Remedies 
Atlas Copco (India) _ 
Gateway Distriparks i 
Simplex Infrastructures 
AdorWeldng = 
Investment & Precision Castings - 
Indian Card Clothing Co. 

* May not include some stocks mentioned in the story 
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profit to Rs 1,550.6 crore, com- 
pared to Rs 884 crore in the same 
period previous year. In compari- 
son, 21 of the 50 Nifty stocks 
recorded a 20.6 per cent rise in 
net profit to Rs 13,378 crore 
(Rs 11,092 crore). “The big returns 
are yet to be seen among mid- 
caps,” says Agarwal. “We may see a 
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huge re-rating in the mid-caps that 
have significant potential for an 
upswing .” Agarwal’s top picks 
among mid-caps have been Taj GVK 
Hotels, MRF, Apollo Tyres, Man 
Industries, Welspun Gujarat and 
Ashapura Minechem. He expects 
the return in these stocks to be 
anywhere between 35 and 140 per 
cent over the next 18 months. 
“Many mid-caps could double in 
the next 18 months to two years. 
From here on to FY2008, we expect 
a valuation re-rating in mid-caps by 
60-100 per cent,” says Agarwal. 

Follow some simple steps while 
investing in mid-cap stocks. For 
starters, buy stocks with good qual- 
ity management and good financial 
performance. Says Chakraborty: 
“Going ahead, quality of manage- 
ment will hold the key for mid-cap 
stocks to deliver.” Two, ensure there 
is sufficient visibility on future earn- 
ings growth. Three, buy with con- 
viction and hold on to the stocks irr- 
espective of the stock market move- 
ments. Four, sell on euphoria and 
buy in distressed. Says Adenwala: 
“Despite good results, if mid-caps 
don’t perform, it’s time to acc- 
umulate more of them since in the 
future, earnings will only drive the 
momentum in the mid-caps.” 

Despite the positive outlook, 
Agarwal claims it’s difficult to con- 
vince investors to invest in mid- 
caps. He says the general tendency 
among investors is to wait for mid- 
caps to move before they invest. 
“Unlike blue-chip stocks, where 
they have blind-faith, there is a lot 
of disbelief in the case of mid-caps. 
Investors value mid-cap stocks on a 
trailing multiple basis, while giving 
a forward multiple to blue-chip 
stocks,” he says. The fear of losing 
money is the major reason why 
investors are wary of mid-caps. 
But they shouldn’t forget that yes- 
teryears’ mid-caps are some of 
today’s high performing large-cap 
stocks like Infosys Technologies 
and Reliance Industries. 
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Stamping Money 


Stamp collecting, or philately, can be a lucrative pursuit, provided 
you know how to go about it. T.v. MAHALINGAM 


N LATE 2001, CHENNAI-BASED 
[Pe Kumar (not his real 

name) bought a stamp, dedi- 
cated to the Mahatma, from an 
amateur fellow collector for Rs 400. 
About three months ago, Kumar 
sold the stamp for Rs 30,000 
through the net to a non-resident 
Indian (NRI). Point: buy stamps if 
you love them and want to make 
money, but the game is not for am- 
ateurs. For the record, Kumar has 
been collecting stamps for nearly 
two decades. 

Philately, as the professional 
stamp collectors like to call their 
art, can be a lucrative investment. 
"Stamps are alternative investments 
and fall in the same category as ant- 
iques and works of art like paint- 
ings," says New Delhi-based phi- 
latelist Madhukar Jhingan. “The 
great thing about philately as an 
investment is its portability and the 
fact that stamps have a global mar- 
ket. After toothaches, the most com- 
mon thing in the world is stamp 
collecting,” says Jhingan, who has 
been collecting stamps for more 
than three decades and runs a web- 
site called stampsofindia.com. 

Even though numbers are hard 
to come by for India, it is estimated 
that globally stamp prices have 
shown a 9.5 per cent increase per 
annum over the past 50 years (see 
Did You Know?). According to int- 
ernational stamps auction and inv- 
estment house Stanley Gibbons, 
there are 48 million collectors world- 
wide. Gibbons also identifies India 
along with Brazil, Russia and China 
among the fastest growing stamp 
collecting markets in the world. 

Philatelists also see a lot of dem- 
and coming from NRIs, who buy 
and sell through sites like eBay and 
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“Stamps are alternative investments and the great thing 
about philately as an investment is its portability and the fact 


that stamps have a global market” 


Madhukar Jhingan/ Philatelist/ New Delhi 


Did You Know? 
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e The SG100 Stamp Price Index, which: measures the performance of the 100 most popular 
and traded items across the world, has risen by 57.8 per cent in the seven-year period ending 
December 2004, and a further 6.9 per cent by August 2005" 


e Stamp prices have grown by 9.5 per cent per annum over the past 50 years, according to 


Stanley Gibbons 


e Among the rarest stamps of the world is an Indian stamp—the Inverted Head of Queen 
Victoria four-anna stamp issued in 1854. Incidentally, the stamp was a misprint with Queen 


Victoria's head printed upside down 


Amazon. "There is a lot of interest 
from NRIs, who are eager to have a 
part of their heritage," notes 
Kolkata-based Kalyan Negal, 
Secretary, Indian Philatelic Traders 
Association. *The net has also been 
a boon for Indian philatelists. Earlier, 
we used to sell stamps to whole- 
salers who in turn sold the stamps to 
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customers abroad. Now we can dir- 
ectly sell the stamps to collectors 
worldwide,” says Negal. In fact, 
stamps are the third most popular 
category on eBay. Indian stamps 
themselves are much sought after. A 
cursory search for Indian stamps on 
eBay throws up stamps selling from 
$1-2,000 (Rs 46-92,000). 
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Philatelists also contend that a 
good investor must be smart enough 
to realise the trends and popular 
demand cycles in the philately mar- 
ket. For example, Iraqi stamps were 
not very popular among philatelists 
till the Us invaded Iraq. Now, Iraqi 
stamps are the rage in philately cir- 
cles. So are stamps of Mahatma 
Gandhi. Veteran philatelists draw 
parallels to the stock market. “Higher 
priced stamps behave like high-priced 
stocks. The more a stamp is sought 
after, the more valuable it becomes. 
There might be a stamp of which 
only one copy is around, but if nob- 
ody asks for it, it does not get a 
good price,” says Jhingan. 

But unlike the stock market, busts 
are far and few in the philatelic mar- 
ket. “There are busts and booms 
like any other market, but they are 


more spaced out. Over the 30 years, 
I have seen just two busts—one in 
1969 and then one in 1981,” says 
stamp business veteran Jhingan. 
Having said that, philately is 
not the brightest of investments for 
novices in India. For one, the Indian 
market is not organised like the 
West where there are stamp invest- 
ment funds, and indices (like the 
$G100 Stamp Price Index) that track 
stamp prices. Also, there is baggage 
from the past—that is, people inv- 
ested in rare stamps for reasons 
other than love for stamps. “There 
have been instances when people 
invested in rare stamps to fool the 
taxman. The authorities found it 
easy to value gold, stocks and other 
assets. But how do they judge the 
value of a stamp?” says a philatelist 
who spoke on condition of 





anonymity. Philately as a hobby is 
also yet to attain the critical mass 
required to make it a full-fledged 
investment option as compared to 
China, which has 18 million stamp 
collectors. Overall, philately can 
pay but only if you are willing to be 
patient and wait over a period of 
five to 10 years. Like Jhingan says, 
“In philately, knowledge is the key. 
If you know what you are doing, 
philately is a very good investment.” 


Get a Piece of Gold Companies 


DSP Merrill is mulling a gold fund that'll invest in gold miners. 


HAT COULD BE BETTER THAN 

investing in gold? Appar- 
ently, investing in the gold com- 
panies directly. psp Merrill Lynch 
plans to raise $100 million, or 
Rs 460 crore, from the Indian 
market via an open-ended 
scheme that will invest in Merrill 
Lynch’s World Gold Fund. 
Launched in 1994, the World 
Gold Fund invests predominantly 
in global conglomerates engaged 
in mining gold and other pre- 
cious metals. At last count 
(August 2006), the Fund had a 
corpus of $5.19 billion (Rs 23,874 
crore). Through the gold fund, DSP 
Merrill Lynch might pave the way 
for high net worth individuals 
(HNWI) in India to invest in the 
global gold market. *There could be 
a little bit of investment in metals 
other than gold—that is, in com- 
panies that are into mining ope- 
rations," says S. Nagnath, DSP 





DSP's Nagnath: Waiting for SEBI's nod to 
roll out the Rs 460-crore gold fund 


Merrill Lynch's President & cio. 
*While the *mirror fund' is unique 
to the Indian market, it is a first 
for DSP Merrill Lynch too,” he adds. 

But there's a catch: psp Merrill 
has applied to SEB! (Securities & 
Exchange Board of India) for app- 
roval, and the regulator seems wary 
of such funds. While sEBi allowed 
mutual funds to launch gold exc- 


hange-traded funds (GETFs) late 
last year, the finer operational 
details are still being worked out. 
Therefore, there are some who 
believe that getting an approval 
might not be easy. "Trading in 
foreign commodities is not per- 
mitted by the Forward Markets 
Commission (FMC). While SEBI 
has allowed mutual funds to 
invest in gold and gold-related 
instruments, there is no mention 
about investing in a global fund,” 
points out H. P. Rajdev, a bullion 
analyst in Ahmedabad. Operati- 
onal rules like these have already 
delayed the launch of gold exc- 
hange-traded funds in India, never 
mind that uri Mutual Fund and 
Benchmark ЕТЕ had announced 
plans of launching gold mutual fund 
last year. So, it may be a while be- 
fore India’s super-rich get to own a 
piece of a gold mining company. 

PALLAVI SRIVASTAVA 


NOVEMBER 19 2006 BUSINESS TODAY 213 


bt money 





dollar baby. At a Christie’s auc- 

tion in London last September, 
Tyeb Mehta’s Mabisbasura went 
under the hammer for $1.6 million 
(Rs 7 crore)—the first time ever 
that an Indian painting breached 
the million-dollar mark. Since then, 
more than half-a-dozen Indian paint- 
ings have done that. As the world 
wakes up to Indian art, art is bec- 
oming a serious investment option. 

And if you are the kind of inv- 
estor who wants to tap into the 
booming $300-400 million 
(Rs 1,380-1,840 crore) Indian art 
market but does not have the exp- 
ertise to buy paintings, fret not. 
You could still own a part of a 
painting by investing as little as 
Rs 10 lakh in an art fund. “For 
people who do not know about art 
but want to invest, art funds are 
the obvious choice,” says Gaurav 
Karan, who along with Amit 
Vadehra plans to launch the Crayon 
Capital Art Fund in November. 
Basically, the art fund works like a 
mutual fund—it uses collective pur- 
chasing power of its investors to 
invest in highly priced works of art. 
Vadehra and Karan have roped in 
Ernst & Young as tax advisors, 
PricewaterhouseCoopers as audi- 
tors and art critic Ella Datta as adv- 
isor to the fund. “Even people who 
know about art often buy paint- 
ings and hang them on a wall. 
Investing in a fund like ours will 
help them strategise their art inv- 
estments,” claims Karan. 

The three-year, close-ended fund 
will open on November 10, and 
targets to mop up Rs 40 crore, 
which will be used to create a div- 
ersified portfolio made up of works 
of up to 50 artists. About 70 per 
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A Part of Art 


If you want to invest in the booming art market but don't have 
the expertise, consider art funds. T.v. MAHALINGAM 





Paintings for the vault: Karan (L) and Vadehra of Crayon Capital 


The Art Funds 


In the last year-and-a-half, several art funds have hit the market. 






Edelweiss Yatra Fund 
RR Fine Arts 

Osian Art Fund © 
Crayon Capital Art Fund 


p.a.: per annum 


cent of the corpus will be invested in 
the works of leading artists and the 
remaining 30 per cent in those of 
emerging artists. An investor can 
be a part of the fund by chipping in 
with Rs 10 lakh. *For people look- 
ing at alternative investments, the 
big advantage of investing in an art 
fund is that unlike the stock market, 
which is volatile, and the real estate 
market that crashes, the art mar- 
ket does not have any great slumps. 
As an investment, art makes a lot of 
sense," says Vadehra. 

In an attempt to make the fund 
operations transparent, the Crayon 
Capital Art Fund will bring out quar- 
terly reports that will project new 
acquisitions and sales, estimated net 
asset value statements and informa- 


ReturnsTarget 





rce: Industry 


tion on current holdings, including 
images and details of the works. 
Other than Crayon Capital Art 
fund, funds from Osian’s 
Connoisseurs of Art, Edelweiss 
Securities’ have hit the market over 
the past year-and-a-half. With the 
Indian art market growing at 35 
per cent per annum, it's likely that 
more such funds will be launched. 
*An investor should consider fac- 
tors like management fees, exp- 
enses by the fund manager, track 
record and expertise of the pro- 
moters of the fund while differ- 
entiating between the art funds on 
offer," says Karan. A Rs 10-lakh 
entry ticket, of course, immedi- 
ately limits the number of people 
who will be able to invest in them. 
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News television delivers fresh news 
unlike newspapers that live in the past 
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Tips for Mr Moneybags 


Where should high net worth individuals park their funds? ANAND ADHIKARI 


HE WORLD OVER, HIGH NET 
| worth individuals (НМЛ) are 
classified as those with 
financial and other assets of $1 mil- 
lion (Rs 4.6 crore) excluding the 
value of their primary residence. 
Merrill Lynch and Capgemini esti- 
mate that there are 70,000 such 
HNWis in India. This tribe of rich 
people are often chased, lured and 
bombarded by banks and other 
financial services companies with 
all kinds of investment options. It 
must be noted here that not all 
HNWis are financially savvy. There 
may be professionals like doctors, 
lawyers, actors and others who may 
be very good at earning money, but 
who may be all at sea when it comes 
to investing it. 

Here, we outline a strategy on 
how the HNWI community can get 
the best deal from the financial 
services industry. 


Bank Fixed Deposits 

Banks offer special interest rates and 
other facilities like debit cards for 
large deposits; the exact sum varies 
from Rs 15 lakh in some banks to Rs 
1 crore or more in others. B. 
Sambamurthy, Chairman, Corp- 
oration Bank, says: “HNWI customers 
get 0.5-1 per cent higher interest 
rate compared to other depositors." 


BHASKAR P 


Realty fund 
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The trick: check out the rates at 
three or four banks and choose the 
one that offers the best deal. 


Mutual Funds 

Liquid or debt funds are now hot as 
they offer easy entry and exit opt- 
ions for investors. N. Sethuram, 
CIO, SBI Mutual Fund, says: “These 
funds offer high liquidity and ret- 
urns if you have a horizon of a few 
days to a month.” The Prudential 
ICICI Sweep Plan has generated 1,74 
per cent returns in just 91 days and 
returned 6.72 per cent for a year. 
Ditto for Lic Liquid Plan, Birla Sun 
Life Cash Manager and uri Money 
Manager. Check out the best- 
performing short-term debt plans 
before investing. 


Life Insurance Policy 

Single premium unit-linked life ins- 
urance schemes do away with the 
hassles of having to pay regular pre- 
miums. It is always advisable to opt 
for schemes with high equity com- 
ponents. “HNWis generally look for 
single premium plans that allow 
them the option of switching to 
another scheme in case of any rev- 
ersal,” savs Pranav Mishra, Head 
(Products), ICICI Prudential Life 
Insurance Company. LIC has two 
very good products in this cate- 


Shopping Cart for HNWIs 


gory—]eevan Shree-I and Jeevan 
Pramukh. Also check out Bajaj 
Allianz Life's products; it is the 
most aggressive player in this 
segment. 


Real Estate Funds 

These are close-ended, long-term 
plans offering 15-16 per cent ann- 
ualised returns, and are, arguably, 
the safest long-term instruments in 
the market. The ticket sizes vary 
between Rs 25 lakh and Rs 1 crore. 
Biggies like HDFC, ICICI Venture and 
Kotak Reality Fund have already 
closed their funds, but there are 
others, like Dawnay Day's real est- 
ate fund, in the pipeline. 


Commodities 

Buying gold under a systematic inv- 
estment plan (SIP) is the easiest and 
the safest way for HNWis to enter the 
commodities markets. Kotak 
Commodity Services and Angel 
Commodities encourage Investors to 
make systematic investment in gold. 
Steer clear of farm commodities as 
these tend to be highly volatile. 

If you don't have time to run 
around, just park your funds under 
the wealth management scheme 
run buy a large bank, but 
insist that it offers you a 
diversified portfolio. 


_ The financial services industry has this to offer. 


INVESTMENT OPTIONS 


RETURNS 


MATURITY 
PROFILE 


OBJECTIVE 
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Beyond Fixed Deposits 
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High tax payers would be better off investing in fixed 
maturity plans than fixed deposits. MAHESH NAYAK 


IKE THOUSANDS OF OTHER 
Lees who prefer caution 

over returns, Mumbai-based 
Ganesh Anchan (not his real name) 
was largely a fixed deposit (FD) man. 
Whatever savings he managed, this 
financial accountant in a construc- 
tion company would promptly 
squirrel them away in investments 
with assured returns. Anchan was 
only too happy to do so until he 
met Amar Pandit, a financial plan- 
ner. Pandit showed Anchan how 
his high tax outgo of 30 per cent on 
the income generated from invest- 
ments were actually eating into his 
returns. “All efforts to convince 
Anchan to start investing in equities 
were in vain, since he had a low 
risk appetite,” recalls Pandit. “So, we 
did the next best thing: We moved 
his investments from FDs to fixed 
maturity plans (FMPs).” 

What are FMPs? These are close- 
ended funds with a fixed tenure, 
and invest in a portfolio of debt 
products, whose maturity coincides 
with the maturity of the FMP. As 
the securities are held until maturity, 
they are not affected by movements 
in interest rates. Therefore, the act- 
ual returns are more or less close to 
the indicative returns declared at 
the scheme’s launch. Most of the 
FMPs are launched for tenures rang- 
ing from three months to 18 
months, thus also providing liquid- 
ity to investors. Says Santosh 
Kamath, Senior Vice President & 
CIO (Fixed Income), Franklin 
Templeton AMC: “If the fund is inv- 
esting in Triple A-rated paper on a 
post-tax basis, FMP is a better prod- 
uct than a bank Fp.” Adds Sameer 
Kamdar, Head (Mutual Fund), 
Mata Securities: “Purely from the 
point of view of tax and invest- 
ment planning, it makes no sense to 
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invest in bank FDs, especially for 
those tax payers with high income 
and high rates of income tax (read: 
investors who come under 20-30 
per cent tax bracket).” 

Earlier, FMPs were targeted at 
corporates and high net worth ind- 
ividuals (HNW1). However, of late, 
retail investors have taken a fancy to 
FMPs, partly because many funds 
have reduced the minimum invest- 
ment limit to as low as Rs 500 per 
application. 


The FMP vs FD Arithmetic 


How exactly does an FMP end up 
yielding higher returns than an FD? 
Let’s illustrate it with an example. If 
an individual invests Rs 10,000 in 
an FD for one year at the prevailing 
interest rate of 8 per cent, he would 
receive an income of Rs 800 over 
and above the principal amount of 
Rs 10,000. However, if the per- 
son’s annual income is in excess of 
Rs 1.5 lakh, he will have to pay a 
tax of 22.5 per cent (it includes a 10 
per cent surcharge and an educa- 
tional cess of 2 per cent) on the 
income generated from FDs, or 33.7 
per cent if his annual income is 
over Rs 2.5 lakh. Therefore, dep- 
ending on the investor’s tax liability, 
his effective return after tax range 
between Rs 530 and Rs 620 on the 
Rs 10,000 investment. 

On the other hand, in the case 
of FMPs, the investor only has to 
pay a flat 10 per cent as long-term 
capital gains tax, irrespective of his 
income. Thus, in the example men- 
tioned earlier, the individual would 
earn Rs 720 on the Rs 10,000 inv- 
ested in an FMP. “FMP works won- 
derfully even when it is a short- 
term investment,” says Hemant 
Rustagi, CEO, Wiseinvest Advisors. 
In the case of short-term tenure 


SOUMIK KAR 


(less than one year), he advises inv- 
estors to opt for dividend option. 
Now, dividends are taxable, but 
not in the hands of the investor. 
However, most FMP trusts would 
pass on the tax to their investors. 
Even then, the high tax-paying inv- 
estor (20-30 per cent bracket) would 
be better off, and save at least 
6 per cent in tax. 

But investors should not blindly 
invest in FMPs, as some might have 
an annual recurring expense of 1 
per cent plus as the initial new fund 
offering (NFO) expense. Such exp- 
enses make an FMP less attractive 
by lowering the effective yield. 
Therefore, it’s important to look 
at how much it will yield after tax 
and administrative expenses. 
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NEWS ROUND-UP 


Lure of the FDs 


Fixed deposit rates are harden- 
ing, but watch before you invest. 


FACED WITH SLUGGISH DEPOSIT GROWTH 
and hardening of interest rates, banks 
are now wooing depositors with att- 
ractive 8 per cent-plus interest rates. 
The deposit period varies from a min- 
imum 270 days to 365 days. Does it 
make sense to lock money up for a 
year when there is uncertainity over the 
direction of the interest rates? "It's a 
pure risk-reward theory. If somebody 
is offering more than the normal int- 
erest rates, one should ask his financial 
advisor before plunging in," warns a 
PSU banker. N. Suresh Pai, Executive 
Vice President, Indusind Bank. says, 
"Interest rates are not going to go 


No More Listing Gains 
The secondary market cheer isn't 
helping the IPO market. 


FOR A DILIGENT AND WILLING INVESTOR, 
the stock market can be a won- 
derful university. On the face of 
it, there may be no method to 
its madness, but scratch the 
surface and you will discover a 
pattem that's not just logical but 
inexorable. Take the IPO mar- 
ket, for instance. Between 
August and October 21, 15 
Stocks listed on the bourses. 
But today, nearly half of them 


are trading below their offer ^ *inn: 


DBI Suvidha Plus — 


southwards in the short term. But 
make sure the bank has no premature 
withdrawal penalty, and lock your 
funds for the minimum period possi- 
ble—like 8 per cent for 270 days." 
There are some more points that 
depositors should consider before 
parking one's money. Here's a quick 
tip-sheet: 
e Wait for the Reserve Bank of India to 
announce its credit policy on October 
31. If there is a rate hike, wait for 
the banks to revise the interest rates 
upwards. 
e If there is no change in interest 
rates, lock your money in an FD of the 
shortest possible tenure instead of 
one year or more. IndusInd Bank and 
YES Bank, for instance, are offering 8 
per cent interest for 270 days. 


Give Us Your Money 
| The FD deals some banks are offering. 







price. Before the Sensex hurled itself 
down to a low of 8,800 in June this 
year, investors had been minting 
money on IPOs. That now seems like 
a distant past."The first-day listing 


A Mixed Bag 


How some of the new listings have fared. 





e Roll over deposit at the newer rate 
after the maturity. If your FD has a 
longer maturity period, then breaking 
the deposit mid way will attract a 
penalty. Check the penalty for pre- 
mature withdrawal. Some banks don't 
levy any penalty. 
e Also inquire whether any freebies 
(free debit card, draft facility etc.) are 
available with the deposit. 
e Never park your money in a 
co-operative bank or old private sector 
banks with weak financials even if 
the interest rates are higher. Instead, 
go for a large PSU or private sector 
bank offering the highest rate of 
interest. 
e Interest on short-term deposits (less 
than 5 years) is taxable. Keep that 
in mind. 
e |f you have a large deposit of over Rs 
10 lakh or more to make, break your 
deposit into two or more parts and 
lock it with different bank with dif- 
ferent maturity profiles. 
e Re-invest the interest component 
regularly to build a new deposit kitty. 
e |f you need money regularly, 
check out the quarterly interest pay- 
out option. Banks like Kotak Mahi- 
ndra offer quarterly interest payout 
option to depositors. 

ANAND ADHIKARI 


gains are over. Only long-term inv- 
estors will make money from IPOs," 
says Gurunath Mudlapur of Atherstone 
Institute of Research. 

What's the lesson here? If you 
are an IPO investor, make sure 
you don't buy a stock that's 
fully priced. "Any IPO that is 
aggressively priced is bound 
to take a hit on listing," ex- 
plains S. Ramesh, Executive 
Director (Investment Banking), 
Kotak Mahindra Capital. The 
moral of the story is simple: 
Everyone loves a discount, incl- 
uding IPO investors. ш 

MAHESH NAYAK 
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BECKONING CAREERS 


suddenly, CEO 


Not yet 40, but already a CEO. How do you cope? Here is the answer 


from some who have been there and done that. 


HE TREND IS BECOMING 

more apparent as lib- 

eralisation digs deeper 

roots in India. Increas- 

ingly, companies are 
rewarding performance by app- 
ointing relatively young people to 
very senior, and even top, posi- 
tions. India Inc. now has dozens of 
sub-40 CEOs running companies in 
the advertising, media, rr, publish- 
ing, sports goods and other indus- 
tries. And as competition becomes 
even more intense, this trend is exp- 
ected to gather speed. But how do 
these young executives cope with 
the additional pressure? And do 


companies have policies to help : 


them settle into their jobs? 

“Being young is an advantage 
since you bring no managerial bag- 
gage," says Rajiv Mehta, 28, 
Managing Director, Puma India, 
who started the company's Indian 
operations by himself *rather than 
with an army of 20 minders" that 
someone older may have dema- 
nded. *I went down to the 
‘trenches’, visited warehouses and 
helped with packaging and logis- 
tics... I also treat colleagues as friends 
rather than as subordinates, but that 
doesn't stop me from meeting tar- 
gets," he says. That's Lesson 1: go 
down to the grassroots, get your 
hands dirty but get the job done. 

Adds Francisco D'Souza, 38, 
COO & CEO-designate, Cognizant 
Technology Solutions: *The one 
key challenge I had to face was that 
I had to constantly reinvent mys- 
elf—by acquiring new skills and 





YUSUF KHAN 


QUALIFICATION: MBA, Carnegie Mellon 
University, US (1992) 
FIRST JOB: Managment Associate, Dun 


(& Bradstreet (1992-94). 


CAREER PROGRESSION: 

1994: Assigned by Dun & Bradstreet to 
set up software operations in India 
1996-97: Director (North American — 
Operations), Cognizant Technology Solutions 
1999: Vice President (North America & 
Europe), Cognizant Technology Solutions 
2001: Senior VP (Operations), Cognizant 
Technology Solutions : 

2003: СОО, ‚ Cognizant Technology Solutions 
2007: СЕО & President, Cognizant 
Technology Solutions AEN 4 


"| had to reinvent 
енын к 





India Inc. now has dozens of sub-40 CEOs- 
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doing different things. There is a 
tendency to focus on the day-to- 
day operations to the exclusion of 
these." His employer gave him 
enough opportunities to groom 
himself. He was asked to set up the 
company's US operations in 1995; 
four years later, he was told to do 
the same in Europe. These assi- 
gnments were difficult and forced 


SVASIS IHSuVIdVS 


NAME: Rajiv Mehta 

AGE: 28 

QUALIFICATION: B.Tech, University 
Department of Chemical Technology, 
Mumbai (2000) 

M.Tech (Chemical Engineering), 
University of Pennsylvania, US 
(2001) 

MBA, INSEAD, Singapore (2005) 
FIRST JOB: Process Engineer, BOC 
Gases, New Jersey (2001) 

CAREER PROGRESSION: 

2001-04: Process Engineer, BOC Gases, 
New Jersey 

2005: Managing Director, Puma 

India 

"| treat colleagues as friends 
rather than as subordinates" 





him to think on his feet. *The 
European market is very different in 
terms of culture and people and 
relatively backward compared to 
the Us in terms of technology adop- 
tion,” he says. He had to adapt fast 
and this gave him the confidence 
and the experience to move for- 
ward. But now, the key challenge "is 
to continue to grow faster than the 


market as we have done in the past 
while maintaining the quality of 
delivery", he says. Lesson 2, there- 
fore, is: gain diverse experience; 
move out of your zone of comfort 
and above all, deliver whatever you 
commit. Subhinder Singh Prem, 38, 
Managing Director of Reebok India, 
agrees. “I attribute the swift progress 
of my career to the diversity of my 
experience. I have worked in pro- 
duction, sales and marketing and 
other departments. Each stint was a 
learning experience that added to 
my well-rounded training in the 
overall business. Never say *this job 
does not suit me'. Always be open 
to working in any department as 
well-rounded knowledge allows you 
to lead by example." 

Mahesh Chauhan, 37, 
President, Rediffusion DY&R, is the 
youngest head of a multinational 
advertising agency in India today 
and got to his current position by 
constantly challenging himself to 
do better. He shocked many people 
in 2002, when he chucked up a 
seemingly successful job at Ogilvy 
& Mather to head Rediffusion 
down south. His reason? “I was 
becoming too comfortable at 
Ogilvy, and didn’t feel too comfy 
being so comfy.” He left 
Rediffusion two years later to take 
on the challenge of turning around 
Everest, an agency everyone had 
written off. So how does Chauhan 
cope with the challenge of leader- 
ship? “By challenging all the ex- 
isting norms and paradigms, and 
trying to create something new,” 
he says. 

There are no set rules in this 
game and every individual has to 
follow a strategy that suits him best. 
Vikas Gupta, 38, Managing 
Director of Wiley India, started out 
as an entrepreneur, floated a pub- 
lishing joint venture with John 
Wiley & Sons, sold his stake to his 


ng companies in various industries 
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_ NAME: Ajit Varghese 
AGE: 34 
QUALIFICATION: MBA, XIM, 
Bhubaneshwar (1995) 
FIRST JOB: Research Executive, 
IMRB (1995-96) 
CAREER PROGRESSION: 
1996-99: Strategic Planner, 
Lintas 
1999-2002: Planning Head, 
Madison Media Infinity 
2002-05: General Manager, Madison 
Media Infinity 
12005-06: Chief Operating Officer, 
Madison Media Infinity 
2006: Chief Executive Officer, 
Maxus India 


"| became a thinking 
person at Lintas" 





SVASIU IHSWUVIJdVS 


JV partner and became a professional 
CEO of the company he founded. 
"The best thing about Wiley is that 
it encouraged my entrepreneurship 
and allowed me to build a moti- 
vated team of people. I have never 
felt my entrepreneurship stifled by 
the fact that I am now working for 
Wiley." That's Lesson 3: think like 
an entrepreneur; think of solutions, 
even out of the box ones, and focus 
on delivery. 

Ajit Varghese, 34, СЕО of Maxus 
India, attributes his success to his 
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stint at Lintas. “It was while han- 
dling Hindustan Lever’s detergent 
portfolio that I became a thinking 
person”. When he moved to 
Madison three years later as COO, he 
won the agency the Marico, Asian 
Paints and Tata Tea accounts. The 
lesson here? It’s a no-brainer: always 
keep an eye on the company’s bot- 
tom line. The best ideas are of no 
use if they’re not profitable. 
Sometimes, however, these 
young business leaders face prob- 
lems because of their age. Says 


Vishal Dhupar, 40, Managing 
Director, Symantec India. “Not 
every one is comfortable reporting 
to a young CEO.” He adds that both 
his contemporaries and some older 
executives, who had to report to 
him, were initially reluctant to acc- 
ept his authority. “We are used to 
the age-old system where designation 
is based on years of experience, 
rather than capability, and it takes a 
while to break down these walls,” 
says Dhupar. The only way to res- 
olve this problem is to do things 
better than every one else. The res- 
pect, even if grudging, this generates 
will finally bring people around. 

Organisational support also plays 
a very important role in the suc- 
cess of these executives. Says 
D’Souza: “Cognizant’s culture is a 
very important factor in the equa- 
tion. It believes that people have 
tremendous capability to deliver if 
they are given the necessary envi- 
ronment and support structure, and 
so, gets out of your way and gives 
you the freedom to do your bit. 1 
am a prime beneficiary of this.” 
Adds Bhaskar Das, Vice President 
(HR), Cognizant Technology 
Solutions: “One of our main tasks is 
to groom talent within the com- 
pany and push them into leader- 
ship positions. For this, we have 
put in place systems and processes 
to identify, train and groom people 
for future responsibilities. We then 
create roles and responsibilities that 
allow executives to experiment with 
their competencies and capabilities. 
Performance, by definition, is back- 
ward looking, while potential is 
forward looking.” 

Adds Rita Bhattacharya, Director 
(HR), Reebok India: “We give people 
the freedom to be entrepreneurial. 
They get the feel of leadership early 
on and are ready for the challenge 
when they actually move into top 
management positions.” 
REPORTING BY NITYA VARADARAJAN, 
RAHUL SACHITANAND, KAPIL BAJA] & 

DEEPTI KHANNA BOSE 


Designing Career 


Outsourced architecture offers huge job opi ities 


NDIAN ARCHITECTS ARE HOT PROPERTY GLOBALLY. 

On the one hand, real estate developers based in the 
Us, Europe and even Singapore are outsourcing « 
work to Indian architects; on the other, top 
eign architecture firms like HOK and Laing 
which are being commissioned by Indian re 
developers like Ansal АРІ апа DLF to design big 
ticket projects, are outsourcing work to their Indian 


design 
notch for- 
O’Rourke, 


'al estate 


counterparts. “Foreign architects usually concep 
tualise and design projects; the implementation is 
outsourced to Indian architects,” says Kunal Banerji, 
Vice President, Ansal Api. This is creating a niche 


demand for architects, as a result of which 
chitecture graduates are choosing 
tablished companies rather than starting out on 
their own, says Manit 

Rastogi, Managing Director, 1Ogenesis 

Architecture Studio. 


“many ar 


to work with es 


as was the case earlier,” 
Morp 


AMAN MALIK 


FACT BOX 


WHO'S HIRING? Top architecture 
firms and real estate developers. 
WHO ARE THEY HIRING? Fresh 
architecture graduates as well 
as more experienced hands. 

AT WHAT SALARIES? Rs 2-4 lakh 
p.a. for freshers; those with 8- 
10 years experience can get up 
to Rs 7-10 lakh p.a. 

WHAT'S THE DEMAND LIKE? 
Industry-wide figures aren't available, but considering that 
70-75 per cent of the top 100 firms are in hiring mode, the 
figure will be at least 500-600 architects per year. 
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COUNSELLING 


HELP 
TARUN! 


Q: | have been working as a Floor Manager in a call cen- 
tre for the last three months. | started as an agent four years 
ago and have changed three jobs since then. | do not get 
along with my immediate boss. Will a move at this point 
harm my future career prospects? 

You have been in your present job for just three 
months and you are already thinking of quitting? 
Well, that’s not a very good idea. Since this is your first 
supervisory job, it will be wise to stick around for an- 
other nine months at least. You don’t want to be a 
rolling stone forever. And, how can you say for sure 
that you will get along with your next boss? 


Q: | am a 20-year-old Arts (Political Science) graduate and 
plan to get into the armed forces (preferably the Navy). 
However, | have been told that only science and commerce 
graduates can make it to the forces. Is that true? If no, then 
how do | go about things? 

While it is true that most positions in the armed 
forces are in some way related to science and en- 
gineering, there are jobs such as logistics, education 
and even law for people like you. The sailor/cadet 
cadre is also open to you if you want to join at that 
level. Try and visit the site bttp://www.nausena- 
bbarti.nic.in. 

Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—110055. 
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Bilcare Limited, SAP Application 
Manager, Pune, 10-15 Years, 2518901 
‘To develop & sustain relationships with 
business teams, training, development ofend- 
users & IT team members. 





| : ystems Pvt. ‘Ltd, HR 
anager, Bangalore & Chennai, : 

20 Years, 2499119 
andidate would establish a 
prehensive HR philosophy, by developing 
tools to achieve maximum performance and 
optimize. the use, of HR policies. and 
cedures to improve business performaice. 
Ш be heading all aspects of HR-recruiting, 
ning, welfare, culture management, 
rmination, performance management, 
compensation systems, knowledge 

management, ete 














Ciena, Principal Engineer - FPGA 

Design, Delhi & Gurgaon, | 

10- 15 Years, 2481161. 

Candidate ‘must have direct FPGA/ASIC 
; design. experience along. with 





| “perience of. using Verilog and/or VHDL 
with FPGA. development fools like Synplicity 
| and Modelsim, А Са 


Cerner Corporation, Program 
Manager, Bangalore, 10 - 12 Years, 
250588043 ^... 

Must. have technical and managerial 
experience particularly with VC++, MFC, 
ATL-COM, Java = J2EE, JavaScript, XML, 
XSLT, Struts framework and working 
knowledge of Eclipse. 


EPC Global India Pvt. Ltd., 
Pipestress, Gurgaon, 10 - 20 Years, 
2510424 р 

Person must have experience in piping stress 
‘analysis (static as well dynamic) for various 
critical systems, especially in the power, oil & 
gas sectors. He should be well conversant with 

` ASME B31, 1 & B31, 3 codes. 


‘Essar Group, Deputy / Joint General 
Manager, Surat, 12-15 Years, 2505362 

‘To establish the laboratory set-up comprising 
two / three express localized laboratories and 
one centralized laboratory for all raw material, 
iron, steel, tolled products, water, sludge 
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Financial Software & Systems (P) Modi 
Ltd., Head Business ‘Development, 
Delhi & Mumbai, 13 + 18 "eat 
2471904 n 
Candidates should have experience. in 
sales/account management functions which 
involve high level of detail: and tendering 
process. 


Flagship Тайганды ри. таа, 
C.E.-CommetcialProject, Pune, 

15-20 Years, 2532722 | 
The. candidate will be fully responsible for 
project. management and time “bound: 
completion of the entire commercial projects 
as per design and quality standards. 


GDN, Controller, Delhi, 10 - 15 Year 5 
2526246 | 
Will be involved іп mgt pill 
functions, filing Indian and US income tax 
returns on timely basis, preparing annual 
budget and preparing financial statement 
quarterly basis and for. annual “audi 
accordance with US GARR : 


Suzlon Energ 
| Tender Busi 


Responsible for pre- айа 
curtent client businesses, establish key lin 
the internal business verticals to adhere t the 
client's business needs; define and structure: 
pattnerengagementmodelsforSAP ^. 


Infotech Enterprises Limited, Project „ц 
Manager, Hyderabad; 10 - 19. Years, AU 

2492564 | 
He/She should have handled Ре tanking 
and financial projects. The person must have: 
experience in securities and capital market and. 
should be familiar with STP and MiFID and 

the latest trends in financial market. AE 


The incumbent will work as lead eng 
project. task forces, taking full respo 
for the complete piping design. activities 
ee the oe team. Mr ae 













Lésatito Laboratories, Quality — 
Assurance/Quality Control Manager, 
Mumbai, 10 - 20 Years, 2526678 

Responsibilities include online monitoring of. 
all the stages of production activities, with. 
emphasis on the QC related issues and 
coordination with production manager to 
achieve products of high quality & stability 
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Our sharp search engine 


finds you the right job. Always CE U Miet шй. 
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lub ation technology, 
ovals. I 









ket dnd ud vds se 
ients, markets. and 


responsible for 
id execution of 
the goal to increase 
and tak oe 
lutions in India. 





2013671. 


have “experience in 


Ltd., 


-corporates/government/ и ро ins. 


. ‘Years, 2318532. 
‘The job involves sales id marke d 


- Managers, Mumbai, 4 - 1 Years, s 
2523299 3 e 


the entire sales Procee of шр 


Modipon Fibers Company, General 


monster.com 




















Goodlass Nerolac Paints Ltd., 
Product Manager - Industrial De 
Marketing, Mumbai, 2- 5 eue E ui 


job. involves brand mánagement: ‘customer. 
handling, new product development, stretegic 
planning to enter new. market, monitoring. 
sales performance of key new: segments, 
tracking new developments їп the 
Indian/ global paint industry & GAP analysis. s 


Integra Micro Software Services Pvt. | 
Branch Head/. Regional 
Manager - Murketing, Delhi оо, 
3-6Years,2527303 тоо 
The candidates must have experience in dirc |o 
sales of IT products. (hardware) to 





‘selling ERP proc 
companies will bea an added advantag 















uranee sector. 


Larsen & Toubro Ltd., sai 
Executive, Delhi & Roten 2-7 


voltage systems and allied e 
sector industry. Candidate : 
on experience of sales in еп 
industrial products: or ‘machin 





The ideal candidate should have e i 
experience in IT products. like IBM, HP. 
licenses, PCs and other networking products, | 


Lera Technologies Pvt. Le „ Business , ma 
Development Managers, Hyderabad, E 
2-6Үеахв,2329645 | 

The candidate should have experience i in sales } 
of enterprise ІТ solutions like ERP, CRM, 
SCM, BPM etc. He should be well versed with : 





solutions. Hs 


Manager- - Marketing, Ghaziabad, 

15- 20 Years, 2524227 _ m 
Responsibilities include formation of ag 
and short term marketing goals. and plan, 
ensuring achievement of sales target, liaison 
with important corporate bodies, 
coordination with production and materials 
de partments for ‘production programme: etc. 





Search for a job with a Monster 1 


by your side 


Monster has the best employers hiring online...Get noticed 
Post your Resume for FREE 
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Sway to the sands of melody TODAY 
Music that unveils the beauty of the desert 
as haunting folk melodies on sarangi combine 
with world music in Kamal Sabrits Dance of 
жле Desert! 


Tracks include: 


1. Dance of the Desert 
2. Folk Tale (Nimbuda) 
3. Mand - The Desert Ballad 
# Caravans Cruise 
5. The Mirage 
6. Earth Song 
7. Gypsy's Song (Banjaran) 
$ Guru 


Bey the albainn on wow pusio today cos 
Please anail all your queries to ebvis arulehis@intoay com 





ety 





Jobs | oday 
THINK, ACT AND PLAY 


BIG 


OUR EXPERTISE with one of the biggest teams for executive PAN 77 | 
search, New Era india Consultancy Pvt. Ltd. has Lite — 


< 


тач changed the rule of the game. Leading the 
BFSI industry from the front, we aspired to roise the bor 


of performance, by bringing new dimensions in 
service features and standards. Let revolution 


meg take place in your rnind, space, size and 
IT/Telecom perspective, it will change the result and order of 
things to come. 


[TES HOT JOBS WITH OUR MNC CLIENTS 
BFSI: 
: * AVP-VP Delievery * Head -IT • GM-Marketing 
AU * Regional Head * Branch Head 
POWER ir. 
* Senior-Vice President-HR * CTO-Wireless- 
""————" Networking * Director Of Engineering * Project- 
FMCG/C Manager * Design Manager/Dell Manager 
&.. * Project Mangager-VNS * Manager-Training and 
co COUPES ааай Deviopment 
OFFICE AUTOMATION Telecom: 
* Circle Head * Local Project Manager * BDM- 
——— -— » Voice * Commercial Lead * Head Data CWG 
INFRASTRUCTURE Power: 
* VP-Quality * VP-Manufacturing * Technical- 
Director • HR Manager 


VATION FMCG: 
AVIATION * DGM-Marketing * VP-Marketing 


Automobile: 
AUT" «Senior Manager-Manufacturing * Senior- 
AUTOMOBILE Manager-HR 
Chemicals: 
* Manager Materials 
PHARMA Service Industry: 
* Chief Financial Officer + GM-IT • Head Sales- 
eerie, SUM MENO 
MANUFAC *Please apply with your latest resume to 
= U TURING newera@neweraindia.com 
Visit us on: www.neweraindia.com 


ЕН NEW ERA 


€ MO TO ENO ттд FING BOL ы ті о м а 




























End to End Recruitment Solutions + CRC BLUE Solutions 
* Bulk Staffing Solutions* Special Staffing Solutions 
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Getting connected: The summit did make a point, 





PHOTOGRAPHS BY SAPTARSHI BISWAS 


High Altitude Hi-Jinx 


The AirJaldi Summit was billed as the world's highest wireless summit. 
Unfortunately, it got overwhelmed by silly talk and politics. KUSHAN MITRA 


McLeodganj, Dharamshala, Naddi, 
Himachal Pradesh 


ESTLED IN THE SHADOW OF THI 

metre-plus Dhauladhar range, McLeo- 

dganj would seem the strangest place 

to hold a summit of any kind. But 

AirJaldi, which sold itself as the “World’s 

Highest Wireless Conference”, wanted to be different. 

Wireless? In McLeodganj? A place more famous as the 

residence of the Dalai Lama and for attracting hordes 

of pro-Tibetan Hollywood stars. Surprisingly enough, 

the McLeodganj-Dharamshala area of Kangra dis- 

trict in Himachal Pradesh is one of the few wide-area 

wireless mesh networks providing broadband access 

to some of the most inhospitable terrain in the world. 

This idea was the brainchild of a one-time Israeli 

army Major Yahel Ben-David, a long-time ‘Free 

Tibet’ activist, who has made a second home in these 

hills. “The reason we started this network was that 

there was no reliable way of connecting these people 
to the world,” says Ben-David. 

Internet services before the AirJaldi network 


7,000 


OVEMBER 19 


started up were patchy and available only in major 
population centres such as McLeodganj. Within days 
of the government allowing outdoor wireless con- 
nectivity, the Dharamshala wireless mesh was un- 
derway. Today, the mesh provides access to over 50 
different offices of the Tibetan government-in-exile 
and its ancillaries. And they have done this in terrain 
that reaches up to 10,000 feet through deep gorges 
and oppressive weather. And as Phuntsok Dorjee of 
the Tibetan Technology Centre, the organisation 
that installed and maintains the service, points out, this 
was done by a team of only three (now four) people 
working on weekends. “And we have to face lightning 
strikes and monkeys, who for some reason like chew- 
ing on routers,” he laughs. 

Given this backdrop, maybe holding a wireless 
connectivity summit at this (very cold) location was not 
a bad idea. The problem was how could the summit 
steer clear of the obvious political connotations? Well, 
the answer was to not even try. The Hermann Gmeiner 
(remember the Brad Pitt-starrer Seven Years in Tibet?) 
Hall at the Tibetan Children’s Village at Naddi, a 
short trek from McLeodganj, was the venue for the 
summit, and the audience seemed full of do-gooders 





& orange-business.com 
Technology is simplifying life. Dissolving barriers. Opening up new opportunities. In this quest, Orange 


Business Services is effectively leading the worldwide movement towards converged communications, 
With strong domain expertise in fixed and mobile, voice and data, VPN and managed services along witha 


global reach across 220 countries, Orange is simplifying daily business complexities for thousands of 


globalenterprises. 


Orange Business Services represents the business communications solutions and services provided by the 
France Telecom Group, previously brought to you under the France Telecom, Orange, Equant, Etrali, 
Aimerys, EGT, Expertel Consulting, France Telecom Intelmatique, SETIB and Solicia brands. 


We are expanding rapidly in India, investing in infrastructure and top minds in the business, 1 you are 
charged by the possibilities of technology and believe inalifesans barriers, we may haveaseatfor you. 


Extending t 
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Solution Consultant - Mumbai, Chennai, Bangalore, Hyderabad 
& Delhi 

The position demands clear understanding of the clients' 
requirements and turning them into solutions based on Orange 
achieving and exceeding revenue targets by identifying and 
creating business opportunities, particularly in the IP telephony 
and voice solution sets in South East Asia and India. Should 
possess a relevant degree in telecommunications/IT with at least 
8 years experience of technical sales support in 
network/telecorvIT services and solutions environment. 


Account Manager - Mumbai, Delhi, Hyderabad & Chennai 


Core responsibilities include developing new accounts in India for 
our network and IT services from large indian companies in key 
` verticals like Financial Services, IT/ITES and Healthcare; carry 
and deliver order and revenue quota. An engineer, preferably 
MBA, with minimum 10-12 years of experiance in IT/Telecom 
solution sales, having enroiment skills and exposure to protracted 
negotiations in complex customer environments. 
Marketing Manager - Delhi & Mumbai 
The role demands constant innovation to enhance brand visibility 
of Orange Business Services through organizing and managing 
high impact events and active influencer contact programmes. 
‘Creating: and executing an annual marketing plan with clear, 
coherent objectives and supporting/adapting global and regional 
marketing initiatives in India. A Graduate, preferably MBA, with 
minimum 7-10 years of experience in B2B marketing with 
technology/services industry. Preferred attributes include 
exposure to below-the-line activities, ability to execute plans 
Single-handedly and strong relationships with relevant media and 
analysts. 
Business Development Manager - Delhi 
Responsibilities include developing strategic go-to-market 
alliances alongside creating technology partnerships with key 
tech partners and ensuring an efficient pipeline flow from tech 
partners to Orange Business Services sales team. We require an 
MBA with 10-15 years of experience in the IT industry, having 
relevant experience with IP-related products and services or 
network integration/professional services companies. A well 
placed network of relationships at senior levels in the IT and 
Telecom industry and prior experiance in ‘Strategic Alliances’ role 
will be preferred. 


Global Communications Mobility Secured Applications Outsourcing 


be & 
& Hyderabad 
Responsible for providing billable consulting services. and 
delivering complex technical solutions to customers, particularly 
around the areas of VoIP, IP contact centers, IP Telephony and 
security. Owns the high level and low level technical design from 
concept to subsequent implementation. A relevant degree wi 


Outsourcing Program Administrators - Gurgaon 

A position in the outsourcing business unit; responsibilities span 
across order entry, validation and follow-up of order provisioning, 
inventory and billing information. maintenance, cost reporting, 
tools support, to customer claim management, information . 
support and cash collection. A prior experience. iri order 
management and data maintenance, as well as basic finance arid: 
accounting skills will be the ideal preference. A background 
technical knowledge of télecommunications. will also. be 
preferred. | 


Global Biling M Б}, Mumbai 


Core responsibilities include bill run management = delivery of on-- cad 


time and accurate billing, identify/resolve billing queries, mi 

of billing functions and strong people management. CA/MBA 
7-10 years of experience in billing will be preferred. D 
Manager Training & Talent Develop: j 
Role demands setting up and managing training functions: for 
global contract administration. and billing operations, providing 
process and tools training to team members alongwith 
performance management, training and talent development. 
initiatives. 6to 8 years of relevant experience will be preferred. 
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Mail your resume to careers-i orange Thon 
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with a tremendous understanding of technology, but for 
whom the terms ‘capitalism’ and ‘commercial viability’ 
were dirty words. After all, this was all about ‘сот- 
munity networks’, a euphemism for ‘free’. 

Thankfully, The Dalai Lama recognised that this 
is not the case and while he could not come himself 
to the summit, his letter to the summit made that 
point. “By itself, the internet cannot feed the poor, 
defend the oppressed or protect those subject to 
natural disasters. But by keeping us informed, it 
can allow those of us who have the opportunity to 
give whatever help we can,” he wrote. 

However, if one went to the summit expecting to 
get answers about technology and viability, which is 
what a lot of local Indian delegates like Ashish Soni, a 
Visakhapatam-based entrepreneur, had gone to get, 
there were no answers. “I wanted to discuss the feasi- 
bility of running a Wireless Internet Service Provider 
(wisp). Would people pay for such a service, what has 
been the experience across the world?” he said. How- 
ever, he did admit that the summit had brought him in 
contact with some people from across the world who 
do have solutions. Yet, he felt the conference should 
have touched on legal and regulatory issues. 


Spread the word: (left) Ben-David and Dorjee (in white tee), 


| Richard Stallman, who was advocating the virtues of 


re at the summit 








Wi-Fi takes a backseat: Tibetan mi а 


+ 


candlelight procession against 


nks Noiding 


Chinese oppression 


Other local delegates felt that using Wi-Fi con- 
nectivity as the solution was not the answer in India, 
where mobile networks (from competing networks) 
have reached every nook and cranny of the country. 
This correspondent had almost constant mobile access. 
Sherrin Issac John, a South African delegate, believes 
that this opinion was missing the point. “There are dif- 
ferent horses for different courses, and while next- 
generation mobile networks in a densely-populated 
country like India could feasibly provide high-data 
rates, in isolated pockets, and sparsely populated areas 
like Africa, Wi-Fi can play a big role." 

David Hughes, a retired US Army 
Colonel, was one of the few delegates 
who realised that any wireless network 
has to be viable. “If it is not, it will not 
survive. However, if you can teach local 
people the ways and means of operating 
such a network, they can make money 
out of it, even if it is a community net- 
work," he said. *Bandwidth can be 
cheap, but not free. But in areas which 
are underserved or don't have broadband 
at all, a wireless mesh network is the 
fastest and cheapest way to spread 
broadband access," he added. 

The summit promised much in the 
way of hyperbole, but delivered little in the 
way of new knowledge. Local Tibetans ad- 
mitted that the wireless mesh network 
had provided them a new means of getting 
stories of ‘Chinese aggression’ out faster, 
‘community wireless’ was a means of ex- 
pression over here. At the close of the 
second day, back in McLeodganj, a can- 
dlelight march was held by the Tibetans to 
protest against the Chinese. There were a 
lot of foreigners in the crowd, including 
several delegates. As this correspondent 
saw it, politics and technology go side-by- 
side in this community of exiles. Ш 
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Persistent Voice of Reason 


Joseph Stiglitz's dream of globalisation for all, while noble, 
may remain just that. BALAJI CHANDRAMOULI 

















MAKING GLOBALIZATION OSEPH STIGLITZ TAKES TO THE GLOBALISA | 
WORK tion pulpit with a missionary zeal. Making | 
cp. 7 Globalization Work, his latest offering on the 


IN a Stiglitz subject, is truly an endeavour in that direction. 
Pp: a A His prescriptions on the variety of vexed issues, 


Pri while reflective of his untiring commitment to 

rice: Rs 595 duve home caries in the Шораан КЕ 

rive home equity іп the globalisation process, 
border on the impractical. His theme is sim- 
ple—the developed countries ought to give 
more to the developing countries in every sense. 
His solutions are radical. He condemns the 
prevailing patent regime as one that breeds 
monopolies, stifles research rather than pro- 
motes it, and at the end of the day, fattens the 
pockets of multinationals in developed countries. 
Stiglitz suggests measures like committed bulk 
procurement of medicines by global agencies to 
address the genuine issue of recouping research 
costs of pharmaceutical companies. 

To save the environment, he suggests that 
countries levy a pollution tax at the con- 
sumption end that will provide a baseline for 
setting country-level emission reduction tar- 
gets. On the corporate front, the book brings 

out the pitfalls of Limited Liability Partnership—they are often used to 

renege on contracts, since liabilities are limited to the extent of par- 

ticipation in the partnership—and possible solutions. Here, and on sev- 

eral other issues, a good part of his solutions involve the creation of 

global institutions that are insulated from the prejudices of the developed 

countries. Surely, such solutions have no feet to stand on, at least for the 
_ foreseeable future. 

Stiglitz spares no opportunity in exposing the hypocrisy of the 
American system. It deems it fit to send the WorldCom СЕО behind bars 
for 100 years on charges of cheating the American public, but does not 
think it right to extradite the СЕО of Union Carbide, a company 
responsible for thousands of deaths in Bhopal. The book is sprinkled with 
several such instances. 

Inequities are equally perpetuated in the more impersonal world of state 
finances, says Stiglitz. Making a case for liberal lending terms and debt for- 
giveness by IMF and World Bank, the author argues that bankruptcy of a 
state and that of a corporate cannot be treated alike, for in the case of the 
latter, assets can be taken over. Moreover, he points out that the lending 
policies are formulated by the developed countries with the primary 
objective of securing the lenders’ interests. Clearly, on this count, there are 
strong arguments on both sides of the fence. 

That the legacy in global trade talks will not be easy to overcome is well 
known. Stiglitz’s solutions, heartening as they sound, are unlikely to find 
an ear in the relevant quarters to make it work. Amen. 
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On The Trail Of The Tiger 


Parliament has passed an Act constituting a National Tiger Authority and a 
Wildlife Crime Bureau. Is it enough to save the king of the Indian jungle? 


ANANDA BANERJEE AND KAPIL BAJAJ 





V¥YONIHG ON да SHIVNHOOLIOHA4 


HERE WERE, IT IS ESTIMATED, 100,000 WILD 
tigers in India at the beginning of the 
20th century. A hundred and six years 
later, that number has dwindled to 
1,500-1,800. 

Will the tiger survive? And, can legislative fiat 
change the alarming situation on the ground? The 
government has at last pushed the Wildlife (Prote- 
ction) Amendment Act 2006 through Parliament 
to give teeth to Project Tiger and tiger conservation, 
but the general feeling is that it is too little too late. 
Worldwide, there are already more tigers in captiv- 
ity (there are 15,000 captive tigers in the Us alone) 
than in the wild. The question is: what can be done 
to save the latter from extinction? 

Says Valmik Thapar, Director, Ranthambore 
Foundation, a conservation organisation: “This new 
law proposes a National Tiger Authority, which 
will have representatives of tribals. What does this 
mean? The interests of tiger and its habitat will be in- 
creasingly ceded to human communities. The gov- 
ernment wants ‘peaceful coexistence between men 
and tigers’. The reality is that tigers and humans can't 
live together." 

But officials and former officials are quick to 
jump to the defence of the government. “It’s only be- 
cause of Project Tiger that the tiger is still surviving 
in India. Look at Bhutan, Thailand, Indonesia, 
China, Myanmar and other countries where the 
wild tiger is almost extinct,” says P.K. Sen, former 
Director of Project Tiger and outgoing director of 
World Wildlife Fund’s Species Programme. 

That’s really a disingenuous argument. Experts say 
that Project Tiger, though very successful initially, has 
lost its way. Belinda Wright, Executive Director, 
Wildlife Protection Society of India (ХУР) says: 
“When it was set up, Project Tiger was the most tena- 
cious wildlife conservation programme of its kind in 
the world. It was extraordinarily successful in pro- 
tecting tiger habitat and the big cat itself. But new 
threats were emerging, In the 1980s, for example, 


“The Tiger is a large-hearted gentleman with boundless courage and 
when he is exterminated, as exterminated he will be, unless public opinion 


rallies to his support, India will be the poorer by having lost the finest of its fauna" Jim Corbett 
ec ee i ARA SS 00 


China ran out of its own supply of wild tigers that fed 
its traditional medicine market and India became the 
new source of supply. This illegal China-India trade in 
tiger skins and parts has since become the biggest 
threat to the Indian tiger.” Thapar agrees. “There is no 
doubt that Project Tiger was quite successful in pro- 
tecting tigers initially; in 1989, our wild tiger popula- 
tion was a healthy 4,000. But since then, Project Tiger 
has gone downhill,” he says. Sen puts the population of 
wild tigers in India at 1,500 and Wright at a marginally 
more optimistic 1,800; but those are still less than 
half the 1989 figure. But why should that be surprising 
when 250 tigers are poached ever year? 

A detailed investigation by wrsi has shown that 
smugglers are using the ancient silk route between 
India and China to conduct their illegal business. Lhasa, 


Why Tigers Are Poached 


According to Chinese belief, nearly all parts of a tiger 
can be used for medicinal purposes. Scientific tests 
carried out in the West have debunked these claims, 
but the tradition continues to hold strong in China and 
parts of South East Asia, with disastrous effects on 
tiger conservation efforts in India. 








Hair — Eyes ( Rs 8,000 a pair) 
Burnt to drive Used to treat epilepsy 
away centipedes and malaria 


Nose (Rs 2,000) 
Used to treat superficial wounds such as 
bites. When suspended over the bed, it is 
believed to increase chances 
of producing a boy 


(R$ 2.500) 


Used to treat toothaches and усо as jewellery 


also as a good luck charm 


(Rs 500 for 5000) 
Boosts will power and 
strengthens the body 


Used for averything in the 
Chinese medicinal system 


Used to treat boils, 


haemorrhoids & alcoholism Improves vitality 


lese vary from time to time. A single tiger ts valued 


Brain 
Used to treat 
laziness and 
pimples 


To cure abcesses 
and weak eyesight 


Tiger liver garnished with noodles 
are served as a delicacy. The pills 
are used for indigestion 


Used to treat infantile meningitis 


in Tibet, is the primary destination and distribution 
point for tiger skins and other parts. The trade has 
also become more organised and sophisticated. In 
1999, for example, three tiger skins, 50 leopard skins 
and five otter skins were seized in Ghaziabad; the paper- 
thin tanning and the precise folding of the skins indicated 
a level of organisation that had not been seen before. 
There are credible reports that tiger carcasses, pelts 
and parts are sold openly in the Tibetan capital while 
Chinese officials benignly look the other way. 
“Through the 1980s and 1990s, the threat of 
poaching and smuggling was turning the tide against 
Project Tiger. But the authorities did not do anything 
to change and adapt the project to face these new 
threats,” says Wright. The government's attitude, in fact, 
ranges from the uninterested to the callous. Last 


The Numbers Game 
1972 SHAG {4 2 1,827 
1979 VA BO 3,015 
1984 Se AN a ALT АЧ Алва 4,005 
1989 QS, ree) 1354 
1993 BAN NS ЖОЕ Fs VN 3150 
199 3 12 TT 4 B." Z руу 3.508 
2002 €J7 NX V "MF. Рањ 3542 
2005-06 L 14 -—:0- 1 <2,000* 


Numbers denote Bengal tigers in the wild *Estimates Source: Project Tiger 





Skin (Rs 100,000) 
In Tibet, tiger skin garments have become high 
fashion. It's also used to cure mental illnesses 


Tail (Rs 10,000 a piece) 
It is mixed with soap and 
used to treat skin diseases 
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А (Rs 15,000 per soup bowl) 
Used as fove potion and much in demahd as 
an aphrodisiac, Tiger soup is a delicacy 


(Rs 30,000 per 
Bones are most val 
to treat dysentry, r 5 
arthritis, headaches, ulcer 
or paralysis in lower back ar 
They are used to make tiger wine 


Used to treat lymph nodes, ТВ 
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September, for example, there was a large seizure of 
tiger skins in Melghat (Maharashtra). “The police told 
us later that no one from the government even bothered 
to contact them. No one cares,” she adds. 

So, what ails Project Tiger? Bureaucratic sloth, 
corruption and the lack of political will to take on illegal 
wildlife trade though India is a signatory to CITES 
(Convention on International Trade in Endangered 
Species). The Centre’s role under the Project Tiger is 
limited to making recommendations and releasing 
funds to various state governments. And, as the example 
of Sariska (where the tiger population was found to be 
extinct, despite officials’ claims on the presence of at 
least 24 big cats) showed, the central government has 
no way of checking ground level (mostly unreliable, and, 
shockingly, often deliberately fudged) data provided by 
state governments. This allows officials to get away, lit- 
erally, with murder. 

Then, there are 10,000 vacancies for forest guards; 
these are not being filled up. The average age of forest 
guards is 55; they are poorly trained and use anti- 
quated arms. “The government doesn’t fill up these va- 
cancies, doesn’t train and equip these guards and does- 
n't enforce wildlife laws,” says Thapar. “So, what else 
can you expect?” 

“In states such as Uttaranchal and Orissa, the fight 
against wildlife crime takes place only on paper. Besides, 
the conviction rate of those arrested for such crimes is 
negligible. And India has not been able to put into 
place any effective transnational treaties against wildlife 
crimes, especially with China and Nepal,” says Wright. 
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Keeping track: Forest guards making plaster casts of pugmarks 

Sen gives the problem an economic perspective. “At 
a broader level, one of the factors militating against 
Indian efforts to protect its forests and wildlife is that 
the country’s economic development has left its interiors 
untouched. While urban India has been growing 
wealthier over the years, absolutely nothing has changed 
in the interiors, where forests support both wildlife and 
the local populations. So, a growing, and increasingly 
impoverished, human population is eating up the 
forests where tigers live.” 

WPSI’s assessment shows that Sariska may not be an 
isolated case. Tigers in Palmau (Jharkhand), Valmiki 
(Bihar), Simlipal (Orissa), Nagarjuna Sagar (Andhra 
Pradesh), Indrawati (Chhattisgarh), Namdapha 
(Arunachal Pradesh), Buxa (West Bengal), Manas 
(Assam), and Melghat (Maharashtra) are also on the 
verge of extinction. Panna (Madhya Pradesh) is also 
threatened, but the situation there is still debatable. 


Hunted down: This family of tigers in the Ranthambhore National Park (photograph shot in 2003) fell prey to poachers 
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Incidentally, the government has not released any 
tiger census figures since 2002. In 2005, it started 
work on a new methodology for counting tigers, but 
the data won't come into the public domain for an- 
other year. “By the time the new count comes out, 
won't it be too late?" asks Wright. 

Rajesh Gopal, Director, Project Tiger, brushes 
aside all criticisms. *Project Tiger has put the big cat on 
the assured path of recovery and despite what the 
doomsayers say, this project will not let the wild tiger 
die," he says, adding that addressing the needs of 
forest communities is critical to the success of con- 
servation efforts. *If the forest communities are alien- 
ated, poaching will only become more serious as they 
will help the poach- 
ers. Sariska has awak- 
ened us to the dan- 
gers of making a tiger 
reserve an isolated 
fortress. The stark re- 
ality is that Project 
Tiger will not be suc- 
cessful without inv- 
olving the forest com- 
munities," he says. 

Can tiger farming 
help? Thapar dis- 
misses it out of hand. 
"The idea of tiger 
farming has nothing 
to do with conserva- 
tion. It is a stupid idea 
that talks of supply 
and demand (of body 
parts)," he says. Cost 
is also a factor. 
Breeding captive 
tigers is expensive and 
time consuming. 
Hence, poaching will 
remain a viable finan- 
cial option in the foreseeable future. “I’m afraid, we 
may soon lose the battle unless something drastic is 
done,” says Wright. 

Is there, then no hope for the king of the Indian jun- 
gle? The new National Tiger Authority will facilitate and 
support tiger reserve management in the states, while the 
Wildlife Crime Bureau, a statutory body on the lines of 
the Narcotics Control Bureau and the Criminal Bureau 
of Investigation, will collect intelligence on and investigate 
all wildlife-related crimes. Will this help? Given the 
political dimensions to the problem of balancing tribal 
and tiger rights, there is little reason to believe that 
the battle to save the tiger is truly being joined. 
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Before and after: Tiger bones 
seized at Jaigaon, West Bengal 
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A ; -Javan Tiger (Extinct) 


"Its scary. The Bali, Javan, and Caspian tiger sub-species have 
become extinct—all in the last 70-75 years. There re- 
main five surviving sub-species of tigers: 


Bengal Tiger (Panthera tigris tigris) 

Male Bengal tigers, on average, measure 2.9 metres from head 
to tail and weigh about 220 kg. Females are smaller, meas- 
uring about 2.5 metres in length and weighing approxi- 
mately 140 kg. The World Wildlife Fund estimates that 
there are 3,100-4,700 surviving Bengal tigers; of this, 333 
live in captivity in zoos across the world. Their natural habi- 
tat: India, Nepal, Bangladesh, Bhutan, and Myanmar. The 
White Tiger is an albino Bengal Tiger. 


Amur Tiger (Panthera tigris altaica) 

Amur tigers, also known as Siberian or Manchurian tigers, are 
the largest of the tiger sub-species. Males can grow up to 3.3 
metres and weigh up to 300 kg. Females are about 2.6 me- 
tres in length and weigh 100-167 kg. The WWF estimates 
that 360-406 such tigers still exist in eastern Russia, north- 
eastern China and North Korea. Another 490 can be found 
in various Zoos across the world. 


IndoChinese Tiger (Panthera tigris corbetti) 

Male Indo-Chinese tigers measure 2.7 metres from head to 
tail and weigh about 180 kg. Females are 2.4 metres in length 
and weigh about 115 kg. According to WWF, there are 
about 1,200-1,800 Indo-Chinese tigers left in the wild, 
mainly in Myanmar, southern China, Cambodia, Laos, 
Vietnam, and peninsular Malaysia. Another 60 such tigers can 
be found in zoos in the US and Asia. 


Sumatran Tiger (Panthera tigris sumatrae) 

The Sumatran tiger is the smallest of all tigers. Males meas- 
ure about 2.4 metre from head to tail and weigh about 
120 kg. Females measure approximately 2.2 metre and 
weigh about 90 kg. WWF believes that about 400 of these 
tigers still exist in Sumatra, and another 210 live in zoos across 
the world. 


South China Tiger (Panthera tigris amoyensis) 

The South China tiger is only marginally bigger than its 
Sumatran cousin. Males are about 2.5 metre in length and 
weigh approximately 150 kg. Females are smaller, measur- 
ing about 2.3 metre in length and weighing approximately 110 
kg. WWF estimates that only 20-30 South China tigers still 
exist in the wild in central and eastern China. Another 47 
South China tigers live in Chinese zoos. 


Figures on tigers in captivity do not include privately owned tigers in the US 
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Get (Your) Back In Shape 


HE TWO MOST POPULAR MUSCLE GROUPS THAT MEN ARE INCLINED 
| to train in the gym are the biceps (arms) and the pectorals 
(chest). It isn't a coincidence that both happen to be muscle 
groups that are visible to you when you stand in front of a mirror. 
There they are in front of your body for you to flaunt and feel good 
about. The problem is in their pursuit of a big broad chest and well- 
defined arms, many men forget about what lies behind—their 
backs. The back muscles form one of the largest muscle groups in the 
body and it's a well-developed back that can give you the true tapered 
V-shaped look. The back muscle group is a complex set of muscles 
covering the back of the upper body—from the lats (sides) to the 
trapezius, deltoids, and rhomboids (behind the neck, shoulders 
and middle and upper back). While there are a bunch of exercises 
that you could do to target each part of the back, there are a few old- 
fashioned moves that I have found to be the best for overall devel- 
opment of the back. Again, these are 
traditional exercises favoured by body- 
builders. Don't turn up your nose 
because they are the experts in this 
field. True, you may not want the huge 
beefy look that most pro bodybuilders 
have but then there's nothing wrong in 
learning from their technique. 

The first of these is the simple 
wide-grip pull-up, where you grab a 
chin-up bar and pull yourself up. This uses only your body- 
weight and is a common warm-up exercise to perform before you 
exercise your back. The second exercise is the one I'd like to high- 
light. This is the Bent-over Barbell Row. To do the bent-over bar- 
bell row, stand with your knees slightly bent and your torso 
inclined at the hips. Now hold a weighted barbell at roughly shoul- 
der width with both your hands (with a grip where your palms 
face away from you). Now lift the barbell until it is close to 
your chest or stomach (lifting toward your chest would work your 
upper lats; lifting towards your stomach would work your lower 
lats). Then lower it to the starting position. That's one repetition. 
Do 10 for a set and then repeat for three sets. You have to be care- 
ful and keep your back straight throughout the movement and not 
rounded or else you could risk injury. 

This is probably the best exercise to get a strong, thick and 
well-developed back but it is also one where proper form is of crit- 
ical importance, particularly as you increase the weight. One 
good variation of the bent-over barbell row is to do drop sets— 
where you begin with a weight that you can comfortably lift 
for 10 reps and then keep stripping the weight down in subsequent 
sets without resting between them. 
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MUSCLES MANI 


write to musclesmani@intoday.com 

Caveat: The physical exercises described in Treadmill are not recommendations. 
Readers should exercise caution and consult a physician before attempting to 
follow any of these. 
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Cellphone Shootout 


Three cellphones you won't want to make calls on. KUSHAN MITRA 


Haridwar, G 


SonyEriccson K790i 
Camera Resolution: 3.2 Megapixels 
Price: Rs 18,895 


The first SonyEricsson phone I really liked in years, 
the Cybershot K790i has a fantastic camera and 
wears the ‘Cybershot’ brand with pride. There is al- 
most no lag between clicking the shutter and the 
camera resolving the image—definitely superior 
to the other two devices. Editing photo settings 
are very straightforward and the inbuilt PhotoD] 
software is really quite capable. As a phone, it does 
have a slightly awkward form factor but its opera- 
tions are a breeze. But what really scores for the 
K790i is its sub-20k price point. 


Rating ж Ж ЖЖ У. 
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Samsung SGH D900 ‘Ultra’ 
Camera Resolution: 3.0 Megapixels 
Price: Rs 22,500 


hantaghar 


New plane, new looks 


Nokia N73 
Camera Resolution: 3.2 Megapixels 
Price: Rs 27,849 


The N73 has Nokia’s fantastic user interface and an 
extremely sleek body—and it has a very good 
camera. Image quality on the N73 in good light is 
extremely sharp, but in poor light the camera 
does take some time to focus, and there is signifi- 
cant lag time. However, that said, the device’s 
photo options are very easily organised and you can 
play about with them very easily. The large and 
bright 320x240 pixel screen (in photo mode) is 
great. It is also a great phone with long battery life. 
But the device is pricey! 


Rating ж Ж Ж Ж 





Do you really саге how the pictures are on this 
phone? The D900 is the sexiest phone I have 
used in a long time thanks to its brilliant form fac- 
tor; you are, therefore, willing to forgive its 
foibles—like the fact that changing image settings 
is not terribly easy because there are no hot keys. 
But, that said, image quality is very good, and 
there are several interesting options, including 
different focussing options. However, the D900 
has the worst shutter lag of all three devices but 
there are some really interesting image editing 
options. But, really the D900 is a cool handset 
which also has a really nice camera. 


Rating Жж Ж Ж J 
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HBR comes calling: Union Finance Minister P. Chidambaram (centre) unveils the inaugural South Asia edition flanked by 
Aroon Purie (L), Editor-In-Chief, The India Today Group, and Tom Stewart, Review's Editor & Managing Director 


The Launch of a Legend 


The launch of Harvard Business Review's South Asia edition brought the who's who 
of corporate India under one roof for a scintillating evening. DEEPTI KHANNA BOSE 


NDIA INC.'$ MOST CELEBRATED AND INFLUENTIAL 

decision makers were present in strength on October 

16 in Mumbai for the unveiling of the Harvard 
Business Review, South Asia edition, in association 
with The India Today Group. A galaxy of Harvard 
Business School alumni, led by Union Finance Minister, 
P. Chidambaram, who was the Chief Guest at the 
event, and Naina Lal Kidwai, CEO, HSBC India, the 
first Indian woman to graduate from the revered 
B-school, graced the event. 

Aroon Purie, Editor-In-Chief, The India Today 
Group, kicked off the launch with a witty, yet incisive 
talk where he complimented Harvard's large academic 
endowments and the raft of Nobel laureates affiliated 
with the university. “There is little doubt that Harvard 
University is the brains trust of the world. According to 
one estimate, 75 Nobel Prize winners are or were aff- 
iliated with the University. No wonder, it boasts of one 


of the largest endowments of any academic institution 
іп the world—$30 billion (Rs 1.38 lakh crore)—which 
is nearly six times India's outlay for education this 
year," said Purie. 

However, given the 8 per cent-plus growth in the 
Indian economy, it is inevitable that HBR and, indeed, the 
world's attention is drawn to this booming market. 
“India seems set on a journey that should see it become 
one of the most important economies in the world. I 
think boardrooms all over the world are asking their 
CEOs what they are doing in India. Change—espe- 
cially when rapid—brings in its wake certain uncertainty, 
and the best way to cope with uncertainty is knowledge. 
That is where a magazine like HBR fits in,” said Purie. 

Since its launch in 1922, HBR has been bringing 
cutting edge and thought-provoking ideas and issues 
to its readers. It is considered the most influential 
business management magazine in not only the 






WHAT THE PUNDITS SAID 


“In some industries, 
рина is more about 
\ king on global players in 
| domestic markets, and 

‚ delivering world-class 
products and services” 
Adi В. Godrej/ Chairman/ Godrej Group 


"Why don't we have a single 
Indian bank that can be 
called global? We have to 
wonder if there's something 
wrong with our enabling 
environment" 

NAINA LAL KIDWAI/ Country Head/ HSBC 


"We are giving Big Pharma a 
run for its money because we 
have leveraged our R&D and 
manufacturing skills to 
launch patent-challenging 
generics 

MALVINDER SINGH/ CEO/ Ranbaxy Labs 


“In terms of innovation and 
aggression some Indian . 
banks are far ahead of their 
MNC competitors" 


ADITYA PuRI/ Managing Director/ HDFC Bank 


"Raising capital is no longer 
an issue for Indian 
companies like Tata Motors 
when it comes to funding 
global acquisitions" 

RAVI KANT/ Managing Director/ Tata Motors 


"No doubt the Indian market 
is exciting, but Indian 
companies should realise 
that the global markets are 
far more exciting" 


NIRMALYA KUMAR/ Professor/ 
London Business School 


PHOTOGRAPHS BY UMESH GOSWAMI & SOUMIK KAR 


United States, but also the world 
over. India's importance to the 
university and magazine was und- 
erlined by the presence of the top 
management of Harvard Business 
School Publishing (HBsP) that had 
flown down to Mumbai for the 
launch. Leading the way was Tom 
Stewart, Editor and Managing 
Director, HBR, with Ray Carvey, 
Executive Vice President & coo, 
HBSP; Peter McAteer, Vice 
President & Managing Director 
(Corporate Learning), HBSP; Sarah 
McConville, Executive Director 
(Communications & Brand), НВ$Р; 
and lan Fanton, Vice President 
(Corporate Sales & International), 
HBSP also in attendance. 

On the occasion of the launch, 
Stewart chaired a panel discus- 
sion with leading Indian CEOs on 
*Building Emerging Giants'. The 
participants included Ranbaxy 
Laboratories’ CEO Malvinder 
Singh, HsBc’s Country Head Naina 
Lal Kidwai, Tata Motors’ 
Managing Director Ravi Kant, 
Godrej Group Chairman Adi В. 
Godrej, HDFC Bank’s Managing 
Director Aditya Puri and London 
Business School's Professor 
Nirmalya Kumar. 

The panelists represented a 
cross-section of Indian industry— 
a pharma giant that has become a 
global player, an indigenous car- 
maker that has taken global 
competition head-on in the Indian 
market, a relatively young Indian 
bank that has rewritten the rules 
of retail banking and a home- 
grown consumer goods marketer 
that has adopted world-class 
strategies through alliances and 
joint ventures. The two other 
panelists represented a multina- 
tional bank with a large footprint 
in Asia and an Indian academic 
who has influenced global man- 
agement thinking. 

The discussion underscored the 
big changes in Indian business 
where companies today are not 


NOVEMBER 2006 BUSINESS TODAY 249 


bt event 


“If we do our job right, we create the news” 


BR’S EDITOR & MD, TOM 

Stewart, spoke to Deepti 
Khanna Bose on what to expect 
of HBR South Asia. Excerpts: 


How much of the content in the South 
Asian edition of the Harvard Business 
Review will be generated in and around 
India, on the local scenario? 

For now, it will all be the same. We 
went over a whole lot of conver- 
sations about this, over the years 
that we’ve been thinking about 
this, and one question was, ‘Should 
this be localised at all?’ A few years 
ago, there was conversation in our 
halls about whether there would 
only be selected content or some- 
thing like that, and we finally rea- 
lised that that was not what the 
Indian reader wanted; that it would 
be almost colonialist of us to say 
something like: “Неге, these articles 
are the ones that you would want 
to read, but in order to get it at a 
lower price, we'll give you a dif- 
ferent product’. Over time, there 
may be—and we have no plans 
for it right now—some localisa- 
tion of content. here. We might, 
for example, add an Indian com- 
mentator or swap an Indian com- 





there's also a certain pressure on us 
to be timeless and to be eternally 
relevant. Like today, we sell 
reprints of thousands and thou- 
sands of articles that were written 
dozens of years ago. 

We're not about news. We are 
not competing with Business 
Today or BusinessWeek, and yet, it 
is a monthly magazine. It is im- 
portant for us to be on top of 
and aware of things; we're never 
going to be fast enough to report 
the news, but if we do our job 
right, we create the news. If we do 
our job right, you read things in 
HBR that means that a year later 
you read the paper a lot faster 
because you've already begun to 
recognise and predict the trends 


mentator for one of the others. 
And I would fully expect that over 
time, there will be more content 
originating from India, which 
shows up in all of HBR globally. 


What are the pressures—if any—faced 
by Harvard Business Review? 

One of the things that we are alw- 
ays wrestling with is that there's 
a certain pressure on us to be 
timely—relevant. At the same time, 


that result in the news. 

Part of our job is that we're 
trying to appeal to the people 
who are driving the strategy for 
their businesses. Part of our job is 
to give them roadmaps and say, 
‘This is where we see the world 
now and where it's going’. In that 
sense, that represents the kind of 
distinction between us and any 
of the other business magazines or 
newspapers. 


only spreading their wings globally but also quickly 
learning how to compete and, in many instances, beat 
global players that have entered the Indian mar- 
ket. 

Ranbaxy's Singh pointed out how a combina- 
tion of research and price competitiveness has enabled 
his company to become global with most of its rev- 
enues coming from the western markets, notably 
the Us. Tata Motors' Kant said Indian companies 
are no longer hamstrung by lack of financial res- 
ources when it comes to funding overseas acquisitions, 
while HsBC's Kidwai hoped that India's enabling 
environment would improve so that it could fac- 
ilitate more Indian companies to go global. Summing 
up, HBR's Stewart said a decade from now the tables 
could turn—with India, which is now enjoying the 
advantages of low costs, turning into a rich economy 
and actually worrying about low-cost competition 
from elsewhere in the world. Ш 





Having a good time: India Inc. was in full force at the launch 
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Take a Bow, Lady 


THIRTY FIVE YEARS AFTER SHE FIRST JOINED ICICI AS AN 
officer in the project appraisal department, Lalita 
Gupte is hanging up her boots. In that time, Gupte, 
58, rose to become ICICI’s joint Managing Director, 
having been part of the core team that led its trans- 
formation from a development institution to, now, 
the second largest private sector bank. Not surpris- 
ingly, then, Gupte was the first Indian woman to be 
featured on Fortune’s most powerful women in in- 
ternational business listing. Of course, she has also fea- 
tured on BT’s power women listings. Most recently, 
Gupte, a Mumbaite, was responsible for leading the 
bank’s forays into international markets. A workaholic 
who would log 12-14 hours every working day, 
Gupte will now have enough time to pursue her 
hobbies, which include travelling and reading. But 
don’t be surprised if this seasoned banker gets wooed 
out of her retirement by Indian companies. 


чүл NINOS 


















$ 
Unlucky But Unfazed 
RANBAXY LABORATORIES” MALVINDER SINGH HAS RECEIVED 
more disappointing news from a Us appeals court 
(Court of Appeals for the Federal Circuit) in his 
battle to challenge Pfizer's blockbuster drug, Lipitor. 
The court has turned down the Indian pharma ma- 
jor's petition to review the August 2 decision this year 
that upheld Pfizer's main patent on atorvastatin, 
the active ingredient in the cholesterol-lowering 
drug. But Ranbaxy's 33-year-old CEO is un- 
fazed. *Please remember that nothing 
has changed and the situation is the , 
same as what it was in August this ff 
year," he says. That was also when 4 


Ranbaxy successfully challenged а 

fringe patent on Lipitor—a victory 
that allows the Indian drug maker to 
launch a generic copy of 
Lipitor in March 2010 
with a 180-day exclu- 
sivity. D-Street ana- 
lysts have also been 
complaining about 
a lack of guidance 
on Ranbaxy’s 
product pipeline, 

but “we maintain 

that each quarter 

will be better than 
the previous one 
and 2007 will be 
better than 2006,” 
declares Singh. 
Investors will be 
watching. 


Hot Under the Hat 


FOR A SELF-CONFESSED BUDDHIST, B.K 


MODI SURE LOVES A GOOD FIGHT, THE 59-YEAR-OLD 


industrialist’s latest tussle is with partner Guardian of the US that has 50 per cent stake 
in joint venture, glass maker Gujarat Guardian, where Modi owns 21 per cent. The 


American partner wants to set up a wholly-owned subsidiary 


obviously, much to Modi's cha 


grin. He has alleged that Guardian did not allow the JV to grow because it had plans of 
going solo. But with Press Note 18, which required all such JVs to get a clearance 
from the Indian partner, gone, Modi 

such as Distacorn and AIG in his telecom business 


who's had spats with other partners 
may not have much of a case. 


In fact, Guardian is said to have already got the nod for its own venture, and it 


has also offered to buy out Modi at a “fair price" 


In a booming economy, it 


makes sense to stay invested, not sell out, Modi knows that 
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Legal Eagle 


BACK IN THE 80S, ANU PESHAWARIA USED TO BE A WORLD- 
class tennis champ (she has represented India at the 
Junior and Senior Wimbledon Championship 
Tournaments). Now, she is a California-based activist 
lawyer, fighting for the rights of (Indian) immi- 
grants in the Us. Born in Amritsar, the 46-year-old, 
who runs SevA, a free legal aid cell for immigrants, 
has turned her attention to India, where she wants the 
government to pass a law that protects victims of NRI 
financial frauds. “Indians headed for the us don’t even 
know laws like PERM (permanent labour certification) 
that allow an employer to hire a foreign worker to 
work permanently in that country,” says Peshawaria. 
Recently in India to conduct a series of workshops on 
immigration issues, the lady hopes her efforts in 
India for changes in legislation will pay off. “No 
Indian immigrant in the US should be caught unaware 
of local rules,” she says. It’s a seva, alright. 
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Warburg's Rain Maker 


IT’S NOT UNUSUAL FOR PRIVATE EQUITY FIRMS TO 
their star performers once in a few years. But every 
time that happens, the firms do end up feeling mis 
erable. That must be more so in the case of private eq 
uity giant Warburg Pincus, which has lost Pulak 
Prasad. Not only was the 38-year-old the firm's 
Managing Director in India, but also the man who de 
livered the defining deal in India's short PE history 
The $292-million Bharti Airtel 
deal, which over just six vears 
(Warburg began diluting stake in 
Bharti in 2004 and sold its last 
chunk towards the end of 2005) 
fetched Warburg a spectacular 
$1.8 billion. The irr (Delhi)-itM 
(Ahmedabad) grad could- 
n't be reached for 
comment, but a 
statement from 
Warburg says he's 
moving out end of 
this year to lau- 
nch an independ- 
ent fund with fo- 
cus on public equ- 
ities. *Over the 
next 10-15 years, | 















see myself doing 
nothing else but iny- 
esting. That’s my 
passion,” is what 
Prasad had told ВТ ear- 
lier this year. Looks like 
he’s sticking to the plan. 
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data services DESIGNATION: Chairman and MD 
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Accidental Entrepreneur 


E IS ONE OF THE FOUNDING FATHERS OF THE $5-BILLION (RS 23,000-CRORE) INDIAN 
business process outsourcing, or BPO, industry that now employs more than 4 
lakh people. Raman Roy, the man in question, is a chartered accountant by pro- 
fession and a serial entrepreneur by *coincidence". According to him, he has written 
some 108 professional examinations in his life and the sole intention of getting those deg- 
rees was to get a decent job in a multinational company. Today, he runs more than half-a- 
dozen businesses, but that, according to him, *is a pleasant accident". 
Roy set up the outsourcing division of American Express in the early 90s; he moved 
Airtel on to do the same for General Electric in 1995 (that division, which started with a A 
x si handful of people, is now a $500-million, or Rs 2,300-crore, company called Genpact) and 
Enterprise then, finally, set up his own venture, Spectramind, in 2000. The latter was bought over by 
Wipro in 2002 and Roy pocketed a handsome amount; the total value of the deal was rep- 
Oilers orted to be $102 million (Rs 469.2 crore). He spent some time with Wipro and in mid- 
: жо: 2005, decided to set out on his own yet again. He set up Raman Roy & Associates; it was 
ena-vo-ena rechristened Quatrro (his fourth initiative and hence, the name) around June this year. Since 
then, Quatrro has been on an acquisition spree—it picked up a 40 per cent stake in Anik 
Technologies and a 22 per cent stake in the BPO division of John Keells, a shipping and ports 
E MAP E d company, and last week, it acquired the BPO arm of Flextronics Software Systems. Roy is 
me also reported to be in the race for UK-based BPO company Vertex. *Under the larger umbrella 
for husiness of Quatrro Group, we intend to incubate new ventures and provide a platform to entre- 
= | preneurs to start off high-end ВРО services in underserved domains.” 
Roy has tied up close to $250 million (Rs 1,150 crore) from various private equity 
Call us at players to finance his new initiatives. Quatrro, currently, has offices in Sri Lanka, 
0120 431 9696 Singapore and India and it soon plans to foray into the | 5 апа Е urope. Roy, a confirmed 
workaholic, works 15-16 hours a day. What eggs him on is the idea of creating 
something new. Ш 
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world of privileges that will change the 
way you travel, dine, shop, relax - and live 
life. Call us, and be as big as you canbe. 
Membership privileges : 
• Dining privileges with Taj and India’s 
best boutique restaurants 
• Free flights and special treatment 
with Kingfisher Airlines 
• Free golf at select courses in India 
and abroad 
* Special spa and wellness benefits 
* 10 times Membership Rewards with 
Platinum Partners 
• Welcome gifts worth more than 
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watch and two Kingfisher Airlines 
round trip tickets 
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From The Editor 


$ A HARD-NOSED BUSINESS MAGAZINE, BUSINESS TODAY 

isn’t given to cheerleading trends. As any sea- 

soned industry watcher will tell you, circumspec- 
tion—with apologies to Shakespeare—is the better part 
of hype. Yet, we have stuck our neck out to say that the 
Indian MNC is in the works. The evidence is, suddenly, 
overwhelming. Take the most obvious example: Tata 
Steel. Following its $8-billion (Rs 36,000-crore) pur- 
chase of the European steel giant, Corus, it will become 
the fifth largest steel manufacturer in the world with 
an annual capacity of 23 million tonnes, revenues of 
$24 billion (Rs 1,08,000 crore) and a presence spanning 
Thailand to the EU to the usa. Does that make Tata Steel 
a multinational company? We think so. 

There are others on their way to becoming India-based 
global companies. Ranbaxy Laboratories has made five 
acquisitions abroad in 2006 alone; its competitor, Dr 
Reddy’s Labs, which has also made some big-ticket 
pharma purchases globally, fetched 88 per cent of its sec- 
ond quarter revenues in 2006-07 from abroad, and the ac- 
quisitions alone, including Germany’s betapharm, 
accounted for a fifth. Videocon, Bharat Forge, Mahindra 
& Mahindra, Suzlon...the list of MNC 
wannabes is long and growing, and it is 
inevitable that at least some of them will 
become truly multinational entities. 

That said, there are enough rea- 
sons why Indian companies should 
exercise caution. The single biggest is 
the risk of overpaying. No doubt, the 
Indian economy is on a roll and com- 
panies big and small are raking in record profits, thereby 
emboldening them to take on debt or tap into their 
reserves. But every time someone overpays for an 
acquisition, making it work gets that much harder. I don’t 
need to tell you what'll happen if there's a downturn in 
the domestic market or the target market. 

Cultural differences apart, there are issues Indian 
companies have no real experience of handling. Say, for 
example, issues related to consumer rights. In the US, 
class action suits can be powerful enough to bring 
down companies; settlements often involve billions 
of dollars in compensation. Tomorrow, when drug 
companies such as Ranbaxy and Dr Reddy's start mar- 
keting their own drugs alongside generics, will they have 
the financial muscle to withstand such a blow? 
Evidently, with opportunities come great risks. But 1 am 
sure our MNC candidates know that already. 

Talking of opportunities, Business Today has been 
bringing you an annual list of 20 companies to watch. The 
nominations are made by a variety of industry experts, and 
BT does the shortlisting. It’s a rich list that we've come up 
with this year. Hope you find it interesting. 
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hire the best brains. Intern 
stipends too varied, depending 
on the location and jobs offered. 
For interns based in India, stipends for the two-month stint 
ranged from Rs 90,000 to Rs 4.5 lakh. International stipends 
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A Success Story 
INDIA'S MOST VALUABLE COMPANIES, 
(BT, November 19, 2006) proves 
that the economy is indeed looking 
up. This is evident from the market 
cap of the top 500 companies and 
also from the zooming stock mar- 
ket, which is a barometer of indus- 
try performance and of the econ- 
omy as a whole. Indian companies 
are taking on their foreign counter- 
parts not only here, but overseas 
too. India is a successful growth 
story, with MNCs looking to partici- 
pate and reap the rich benefits. 

N. RAVI, through e-mail 




















































list shows that these companies | 
not only manage software well, | 
but also their people. 

ABHHEET MUKHERJER , through e-mail | ; 
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THE BT-MERCER-TNS SURVEY OF 
India’s best employers (ВТ, 
November 5, 2006) was a metic- 
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Bosch innovation. Being the world leader in automotive technology 
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towards a better world by lowering exhaust emissions, increasing à 
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in india this commitment has been widely recognised by reputed 
industry bodies and professional institutions. Among many other 
awards, Bosch is the winner of the Auto Component Manufacturer 
of the Year, the Safety and Technology Award, and most recently the 
Corporate Excellence Award, A testimony to the spirit of innovation 
at Bosch: www.boschindia.com 
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MNCs In The Making 


T'S A DIFFICULT PILL TO SWALLOW, 

but at a time when India Incor- 
porated is basking in the glow of 
overseas conquests, А.Т. Kearney 
ranks India 61st in its list of the 
world’s most globalised nations— 
out of 62 countries considered! 
Only Iran ranks below India, and 
countries like Pakistan, Bangladesh, 
Uganda and Botswana are com- 
fortably perched above. Singapore 
tops the A.T. Kearney/Foreign 
Policy magazine Globalisation 
Index—the Us is at #3—which is 
measured across 12 variables 
across four broad areas: Economic 
integration, person-to-person con- 
tact, political engagement and 
technological connectivity. 

So, have the good consultants got it all wrong, or is 
the survey a pointer to the reality that, some mega over- 
seas acquisitions notwithstanding, India is still largely 
a blinkered economy, revelling in the consumption 
high-jinks of a burgeoning domestic middle class? The 
truth is somewhere in between. For starters, within the 
: parameter of economic integration, А.Т. Kearney 
prefers to look at foreign direct investment (FDI)—the 
amount of overseas funds being pumped into the 
country's assets (except stocks and bonds)—rather 
than the amount being invested abroad. And the latter 
may well tell a more vivid story, what with the latest 
cross-border data indicating that outbound invest- 
ments are comfortably higher than the inbound green- 
backs. According to Grant Thornton, investments in 
overseas acquisitions in 2006 till October are worth 








In good company: But M&M can’t afford to get smug 
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Rs 70,740 crore, as against the 
inbound figure of just Rs 21,015 
crore (though doubtless skewed 
by the humungous Tata-Corus 
deal). Perhaps if the consultants 
had outbound investments as a 
parameter within economic int- 
-egration, India would have 
climbed up a few notches in the 
globalisation index. 

Yet, it's not as if India would 
have been able to propel itself 
into the top 10 or even 20 on 
the back of the surge of over- 
seas buyouts in the recent past. 
Data compiled by Thomson 
Financial reveals that countries 
like Brazil, Mexico, Belgium, 
China, Hong Kong, South Africa 

and the UAE have bought assets in foreign lands that 
are worth more than what India Inc. has. According 
to Thomson, India has a meagre 0.7 per cent share of 
the global pie of cross-border acquisitions. 

Is that reason to be despondent? Not really. That 
India is the one of the fastest-growing world 
economies, and one of the few whose corporate 
sector is recording robust double-digit growth (which 
will sustain for some more years), places India ideally 
to step up the quest for overseas resources and mar- 
kets. The burst of outbound acquisitions will increase 
non-incrementally as size and scale become the imp- 
eratives. Indian companies will then be playing vital 
roles globally on various fronts, worldwide employ- 
ment generation being just one of them. India Inc. has 
arrived. Now it has to conquer. 


Short-term Solution 


AHINDRA & MAHINDRA MUST BE THRILLED THAT 

French auto maker Renault has chosen it over 
Suzuki as the India partner for a new line of Renault 
vehicles. It's easy to see why. M&M is the youngest of all 
players in the passenger car market. Its spiffy suv, the 
Scorpio, was launched just over four years ago, and it 
clearly is no competition to Suzuki, although the 
Japanese car maker itself is small by global standards. 
Yet, if the Carlos Ghosn-led Renault has decided to go 
with M&M, it's because of the partnership the two 
already have for manufacturing the former's sedan, the 
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Logan, in India. Indeed, Ghosn referred to “the deep- 
ening and enlarging of our partnership” when he com- 
mented on the tie-up. M&M’s Anand Mahindra, too, 
spoke of the “chemistry that we discovered when the 
Mahindra-Renault joint venture was born”. 

Like most joint ventures, this one is born of con- 
venience as well. Renault, and the other part of its 
automotive empire, Nissan, watched from afar a bur- 
geoning domestic auto industry, even as its global rivals 
rode in with big plans. Renault has to cover plenty of lost 
ground and the surest way of getting the basics right 
would be to collaborate with someone who knows 
not just the political environment, but also the frag- 
mented supply chain and the consumer. Mahindra, on 
the other hand, cannot afford to be a one-car company, 
especially if it has ambitions of carving out a global niche 
for itself. It needs access to world-class automotive 
technology and it needs it now. “Mahindra & Renault's 
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joint vision is defined, however, by more than just 
these factors. It is centred on our common wish for 
growth that will only come with making products to suit 
the customer's needs around the world," Mahindra 
said soon after the deal was signed in Paris. The first cars 
from the new Jv should roll out by the middle of 2009. 
It would be unfortunate if the deal were to make 
M&M complacent. Generally, ууз walk on thin ice and 
in this case, M&M (which has been down that road once 
before with Ford) is clearly the weaker partner. With the 
Scorpio, M&M proved that you didn't need a billion- 
dollar budget to launch a new vehicle. In fact, the 
Scorpio cost just a little over Rs 500 crore to develop. 
Its young and enthusiastic engineering team has some 
unique capabilities, and M&M's effort should be to enc- 
ourage more such innovations independent of Renault. 
Jys can't be an alternative to innovation. Rather, they 
should only be a stepping stone to self-reliance. 





Natural Allies 


HE US ELECTORATE HAS PUT PRESIDENT GEORGE W. 

Bush on notice. The Democrats have taken control 
of both the Senate and the House of Representatives. 
This is likely to leave Bush a lame duck President for the 
last two years of his term. What does this mean for India 
and its engagement with the Us? 

Predictably, perhaps, the entire focus has been on 
whether or not the nuclear deal between the two 
countries will pass. The 
Democratic Party has made 
the right noises and indications 
are that there is broad bi-par- 
tisan support for the agree- 
ment. The quibbling, it seems, 
is over the fine print. But that 
is not the point. The fact is 
that the nuclear deal is very 
important and has high symb- 
olic value, but it is not the only 
yardstick by which to judge 
overall Indo-us relations. 

Countries have interests, 
and usually form alliances based 
on a convergence of these. There is a clear conver- 
gence of the interests of India and the Us on a wide 
gamut of issues—military, economic and political. Both 
are democracies and both face threats from Islamic 
terrorism. Result: there is now greater military-to-mil- 
itary co-operation between the two than at any time in 
the past. In the political field, both countries have a 
shared interest in ensuring peace and stability in West 
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Need India fear Democrats? Perhaps not 





Asia and Afghanistan as, indeed, they do in building up 
this country as a counterweight to a resurgent China. 

But it is in the economic field that the scope is the 
greatest. India needs American money and technology 
to maintain and improve its current rate of growth. 
Indian companies now regularly access funds from the 
Us for financing expansions and takeovers, while us 
companies outsource services and R&D to India to keep 
themselves competitive. And 
India remains among the top 
providers of quality human res- 
ources to US universities, com- 
panies and research labs. 

Only the very naive, or the 
ideologically motivated, will 
stake these other, vital inter- 
ests, at the altar of the nuclear 
deal. Prime Minister 
Manmohan Singh has displayed 
a previously unsuspected sagac- 
ity in steering this relationship 
through the fractious Indian 
polity. The need of the hour 
is for the Democrats to show the same level of maturity. 
The points of convergence far outnumber those on 
which the two countries have serious differences. 
Individuals come and go, but a country’s interests rem- 
ain the same. This is what makes India and the us nat- 
ural allies. And while we hope that the nuclear deal sails 
through, the relationship is now too wide-ranging for it 
to be derailed by one piece of legislation. Ш 
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The fortnight's burning question. 


WILL THE GOVERN- 
MENT'S PLAN FOR 

A REAL ESTATE REGULA- 
TOR SUCCEED IN CURB- 
ING ARTIFICIALLY HIGH 
HOUSING PRICES? 


laybe. Harshavardhan Neotia, 
Chairman, Ambuja Realty 
| am not clear on the role of the 
regulator. There has to be more 
clarity on how the regulator will 
function and how it will regulate 
such a fragmented industry like 
real estate. It is premature to say 
anything. At this point, | have 
more questions than answers. 
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The Finance Minister has hinted at a cut іп direct 
tax rates. Will it lead to higher GDP growth rates? 
BALAJI CHANDRAMOULI AND ANAND ADHIKARI 





Palaniappan Chidambaram recently hit this sweet spot when he hinted 
at a possible reduction in personal taxation rates if there is evidence of 
“greater tax compliance”. So, will the ЕМ finally deliver in the next Budget? 
Not really, feels Amitabh Singh, Parmer, Ernst & Young, if compliance were 
to be the only criteria. “One year’s track record can’t be a basis for tax cuts. 
However, I am optimistic that the 10 per cent surcharge, as well as the edu- 
cation cess of 2 per cent, will be reviewed.” Importantly, tinkering with per- 
sonal taxes, which accounts for around a quarter of the total tax receipts, will 
not be an easy task. Why? Though the buoyancy in tax collections, at over 
the 30 per cent mark, provides the stimulus, the terms of the Fiscal 
Responsibility Act has a sobering effect. 
What will be the impact of a review of personal income tax rates? 
“Economic activity,” says Soumitra Choudhury, Member, Prime Minister’s 
[| Economic Advisory Council. *The principal impact of lower personal taxes 
will be greater economic activity on two counts. First, consumption will rise. 


piss RARELY INTERSECTS GOOD ECONOMICS. FINANCE MINISTER 
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Secondly, it will drive entrepreneurship.” Growth on the back of lower 
taxes is a prescription that, evidently, many do not agree with. Asks 
Subir Gokarn, Chief Economist, CRISIL: “Is the tax buoyancy because 
of structural changes or the result of upbeat industrial conditions? If 
it is on account of the industrial environment, it will disappear if any 
reversal happens in future.” These fears have a basis, for a good part 
of the rise in income tax collections can be attributed to the rise in in- 
come levels of the salaried class, who have negligible room for tax con- 
cealment. Finance Ministry officials argue that the deepening of the tax 
base—uncovering cases where there is suppression of income—is 
also significant. To what extent, however, remains to be seen. The ques- 
tion then is, how reasonable are our tax rates? There are differing views 
on this count. Says Choudhury: “We are on the higher side of the mod- 
erate level. The tax rates in Europe and the Us are more towards the 
25 per cent mark." Gokarn is more accommodating. “Our personal tax 
rates (30 per cent plus various surcharges in the highest bracket) are by 
and large reasonable compared to international rates," he says. 

Besides the reasonability of the tax rates, improvement in com- 
pliance depends on the cost of non-compliance—what does it cost 
to conceal income? There are others who argue that reduction in 
taxes is not healthy in more senses than one. “Do we have a social 
safety net in place or sufficient buffer to spend money on social health 
and infrastructure?" asks Ananda Bhoumik, Senior Director at 
Fitch Ratings. In the absence of a robust system, the incremental sav- 
ings are not likely to be channelised where they ought to be. 

That a tax cut will generate additional economic activity is 
fairly certain. Which sectors will benefit and to what extent re- 
mains the question. 
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“Scale Here is 
Mind-boggling” 


М TOWNSEND, VICE PRESIDENT 
(Server Product Technologies), 
Oracle, was in India recently. He spoke 
to BT's Aman Malik on how the Indian 
market is evolving. 


Oracle has said it is quite bullish on India? 
What exactly do you mean by that? 
India is a very large economy and is 
growing very fast. This means that 
everything is happening very quickly. 
We have seen growth in all the major 
areas—telecommunications, bank- 
ing, insurance and financial services, 
government, retail, manufacturing 
and transport. 


What challenges do you face here? 

On an average, information-critical 
databases are doubling in size every 
two years. This brings in challenges 
of how to efficiently manage so much 
data and how to store it without 
continuing to pay vast amounts of 
money for the storage. The scale 
here is also mind-boggling. The num- 
ber of transactions per minute is in 
the tens of thousands. The sheer 
scale poses challenges that we do 
not encounter elsewhere. 


What new products can we expect and 
how are they likely to impact markets 
like India? 

Our endeavour is to develop such soft- 
ware that can manage change and do 
so online, in the most effective manner 
possible. We are now moving into 
11g, that is due for release in 2007, 
where databases will be self-diagnostic, 
that is, they will themselves be able 
to describe problems and suggest ways 
of sorting them out. 
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Adobe's Narayen: Relying on Indian R&D 


It’s Adobe vs Microsoft Now 


IFTEEN YEARS AGO, ADOBE DEVELOPED THE PORTABLE DISPLAY FORMAT 
F (PDF) that allowed people to create and share documents across the 
web and has, since inception, enjoyed a dominant share in this mar- 
ket. It now faces competition from Microsoft, which is developing its 
own standard, XPS, and bundling it with Vista, its soon-to-be-released 
operating system. Shantanu Narayen, President and coo, Adobe, 
appears unruffled by the looming threat. “The creative community 
looks at Adobe as the company that has met its needs for many 
decades; we have created markets (Postscript and Photoshop for 
example) and that is really our focus,” he says. In line with this, Adobe 
is throwing its weight behind its new platform called Apollo, which 
aims to make rich internet applications available on an array of devices 
on which it is not yet supported. “Apollo is about taking the best of 
Flash, PbF and HTML and creating the next-gen application that com- 
bines web and desktop and works on a range of devices,” says 
Narayen, adding: “India is absolutely strategic from an R&D point of 
view. Components for pretty much every product line are developed 
at our India R&D centres and we recently announced plans to invest 
$200 million (Rs 900 crore) over the next five years here.” 
Incidentally, Adobe is perhaps the first major tech company to 
headquarter an entire product division (Print and Classic Publishing) 
out of India. “They have taken ownership of products. We have 
shipped two products—Captivate and Contribute—from the 
Bangalore campus in October,” says Narayen. 
RAHUL SACHITANAND 
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INTHE SHADOW 


HE INFORMATION TECHNOLOGY (IT) 

sector in West Bengal is show- 
ing signs of jitters. “We don't think 
there is any case for a trade union in 
the IT sector,” says Bikram Dasg- 
upta, Chairman, Globsyn Techno- 
logies and spokesman for Bengal 
Information Technology Entrepreneurs 
Syndicate (BITES), which has brought 
together 90 IT firms to take up the is- 
sue with the government. The Big 
Boys like IBM, PwC, CTS and Wipro 
are maintaining a silence on the issue, 





but their concern is evident from their 
presence at Bengal Chamber of 
Commerce-BITES meeting held a cou- 
ple of days ago to discuss the issue. 

But of greater concern is the Left's 
plans of expanding its sphere of inf- 
luence to other states. Benoy Konar, a 
CPI(M) Central Committee member, 
says: "If the association is limited to 
the state, it can trigger a flight of cap- 
ital. So the employees' body should 
gain a foothold in IT and ITES sectors. 
in other states as well to give Bengal 
a level-playing field." ] 

But redemption may be at hand. 
Former state Chief Minister Jyoti Basu 
has intervened in the debate and 
asked the pro- and anti-union sec- 


tions in his party to find an amicable 


solution to the problem, The IT ind- 
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Life isn't the same at 40 
For your eyes. Because, you need 
to keep changing 2 or 3 
spectacles to see far and near 
But, thanks to Varilux, the 3-in-1 
progressive lens from Essilor, 
France, there's no 'chashma 
change. Varilux helps you see 
near, far and in-between, without 
any dividing line like in 
conventional bifocals or reading 
glasses. What's more significant is 
the fact that Varilux also allows 
you to look and feel younger 


So visit your optician today 


And discover the single life. 


Essilor recommends 
Crizal anti-reflective coating 
on Varilux lenses. 


VARILUX E 
only from @SSILOR 


World No. 1 in spectacle lenses 


Call toll-free 
1800 425 8383 


(Only from BSNL numbers) or visit 
www. essilorindia.com. 


Ask for an authenticity card. 
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Wanted: A Prescription for the Future 


WINNING WITH MAGAZIN : 
Brought 10 you by 


Canon 2 нүопояї 


Drive your v 


The who's who of the magazine world: (From left) Jacob Mathew, Donald Kummerfeld, Aroon Purie & T.N. Ninan 


HE MAGAZINE INDUSTRY IN INDIA IS GOING THROUGH 
P ртн times. On the one hand, surveys suggest 
that readership is on the decline and, on the other, 
more and more publishers are queuing up to enter the 
business—over a dozen new titles were launched over 
the past year and most leading foreign publishers are 
looking at ways of entering the Indian market. And, even 
as the number of eyeballs for magazines is shrinking, ad- 
vertising bucks (mainly for English publications) seem 
to be chasing them faster than ever. The challenges are 
clear: how to remain relevant in the midst of emerging 
digital media revolution and how to engage the younger 
generation of readers. 

The Association of Indian Magazines recently org- 
anised a two-day event in New Delhi 


cessfully with consumers and advertisers was also quite 
refreshing, as panellists discussed how the way ahead for 
magazines was to create superior editorial content to keep 
readers engaged and how to create multiple touch 
points to connect with advertisers and readers. 

Union Minister for Information and Broadcasting 
Priya Ranjan Das Munshi, in his inaugural speech, 
promised to look into various issues afflicting the in- 
dustry, including the speedy clearance of titles. However, 
in an interactive session with Purie, Das Munshi was 
adamant on not allowing facsimile editions of foreign 
magazines with India-specific advertising. Purie raised 
several pertinent issues with the minister, like how 
the process of clearing foreign investment proposals can 

take forever because of the lack of a 


called *The Indian Magazine Congress "Magazines need to single-window clearance mechanism. 
2006" to see a way through this conun- reinvent themselves “Ош group had applied for a licence 
drum. Participants included the who’s with the changing for Men’s Health but because of an ob- 
who of the industry like Aroon Purie, н - jection by the Health Ministry to the 
Chairman & Editor-In-Chief, India Today environment title, the magazine was stuck for 10 


Group; Vinod Mehta, Editor-In-Chief, 
Outlook Group; Jacob Mathew, Editor & Publisher, 
Malayala Manorama, and senior executives of leading 
foreign publications like The Economist, Reader's Digest, 
AxelSpringer, BPA and International Federation of 
Periodical Press (ЕЇРР) chief Donald Kummerfeld. 
Some of what emerged is already well known. For 
example, all the panellists spoke on how magazines 
needed to reinvent themselves in the context of the 
changing environment. But there were some interesting 
sessions, too; like the one on what works better—sub- 
scriptions or news-stand sales; everybody also seemed to 
agree that magazines needed to be more self-reliant. 
The second day’s session on leveraging magazines suc- 
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months,” he said. (Men’s Health was 
finally launched last month.) Das Munshi admitted 
that there were flaws in the system and promised to fix 
them. Later, in a session that included Purie, T.N. 
Ninan, Mehta, Mathew and Kummerfeld, issues like 
how magazines should and could remain relevant in 
today’s age were discussed. 

Surprisingly, though, the congress largely remained 
focussed on the current universe of magazine readers, 
which is only 2 per cent of the total population; this, 
while over 20 per cent of the population reads publi- 
cations of one kind or the other. Panellists spoke about 
what magazines need to do to keep this group engaged, 
but nobody tried to explain why Indian publishers were 













































































































































































































































































































































The ozone acts as the natural sunscreen for the earth. It protects us from the harmful effects of the sun's UV rays. 


But if we continue to subscribe to products with Ozone Depleting Substances (ODS), it will affect the ozone and 
һауе ап adverse impact on the earth. 


ODS are responsible for skin disorders, eyesight problems, immune system deterioration, spread of diseases, 
crop failure, marine species extinction, erratic climatic changes, degradation of construction materials, beach 
erosion to name afew. 


So consider it your duty and subscribe only to HFC based products. Help protect the ozone and the earth that we 
live in. Remember, we owe it to our future generations. 


Refex Refrigerants Limited 





Admin Office: New No. 67, Bazullah Road, T.Nagar, Chennai-600 017. Phone: +91-44-4269111. Fax: +91-44-426 
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A Dhanus Enterprise 


Are you getting 
what you paid for? 


What's the first thing you do when you land abroad? Buy a 
calling card, call home and say you have arrived safely. 


In most cases, you get less than what you pay for. You wonder 
how a card runs out so quickly. You think that the promised ten 
minutes is more like five minutes. And if you ever take the 
trouble to find out, you'll find that there are lots of charges in 
small type you never bother to read. 


Next time you travel abroad, buy a V-tel Card in India, in 
Rupees. Apart from saving you precious foreign currency, you 
get great voice quality, very attractive low call rates and no 
hidden charges. The V-tel card is valid in over 200 countries, so 
if you want to call during a stopover, just head for the nearest 
phone booth. What's more, the remaining value on your card 
does not lapse for six months. 


From now on, stick with V-tel. Its what the smart travelers carry, 
every time they head abroad. You can choose from a suite of 
options like a V-tel Card that is valid in over 200 countries or a 
V-tel Select Card that gives you access to the frequently traveled 


countries. 


V-tel 


World's Calling Card 


N 14/4, DLF Phase II, Gurgaon, Haryana -122 002 
Phone: +91 124 4059393 or visit us at www.v-tel.com 
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not looking beyond their current market. As Paresh 
Nath, Managing Director, Delhi Press, later told вт: “The 
huge potential that everyone talked about is not being 
explored, forget about being exploited.” 

In fact, one session that actively delved into this 
topic was the one on “How The World Views The 
Indian Magazine Industry”. Chaired by Kummerfeld, the 
session had Mike Brennan, President (Latin America, 
Asia-Pacific), Reader’s Digest, Carel Limburg, President 
(SE Asia), AxelSpringer, Russ Haderer, Vice President, BPA, 
and Tim Pinneger, Publisher, The Economist, as panel- 
lists. This panel agreed that there was a huge potential 
in this market because magazines were an under- 
penetrated segment (they were also forthright in say- 
ing that the cover prices of Indian magazines are way 
too low to render a business model without advertis- 
ing viable) but they also pointed out that magazines 
were unduly skewed towards the English-speaking 
population and that there was no serious effort on the 
part of leading publishers to change this anomaly. 
“Readership of Hindi publications is huge but my un- 
derstanding is that Indian advertisers have this wrong 
notion that Hindi readers are not worthy consumers; 
hence, they remain focussed only on English publica- 
tions. This is not healthy for the overall growth of the 
industry,” said Kummerfeld. 

The session on winning editorial strategies in to- 
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Making a point: The panellists discussed a variety of topics 


day’s digital environment was moderated by Sanjoy 
Narayan, Editor, Business Today. He started by 
pointing out that “though the internet and mobile 
phone community is very small as of now, it is grow- 
ing fast and if examples in the West are anything to 
go by, it will soon become too big to be ignored. 
Magazines, hence, need to be ready for this medium.” 
Other panellists, who included Anurag Batra, 
Publisher & Editor-In-Chief, Impact, Pitch, and 
Shankkar Aiyar, Managing Editor, India Today, made 
the discussions snappy and interesting. 

The learnings from the congress: magazines are 
growing, if not in readership, then in numbers. 
Everybody, from the editors to the publishers, believes 
that this growth will continue, but the industry faces se- 
rious challenges in the future—both in terms of talent 
and the challenges posed by the digital medium. 
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“Digital Medium Can Provide Greater Reach” 





ONALD KUMMERFELD HAS 


worked for six decades in such 
diverse industries as investment 
banking, investment consulting and 
publishing. Currently President of 
International Federation of 
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Periodical Press (FiPP), be was in 
New Delbi recently to attend The 
Indian Magazine Congress. BT’s 
Archna Shukla caught up with him 
to discuss the trends in the maga- 
zine industry in India and around 
the world. Excerpts: 


What do you think of the Indian 
magazine industry? 

India is a very interesting market 
for us. Though it is a highly under- 
penetrated and small market from 
the revenue point of view, the 
long-term view of global publishers 
is that this market will shape up 
soon and will grow very fast. 
Magazines, being a niche product, 
always do well in markets that 
have a resourceful and discerning 


readership. With growing incomes 
and increasing exposure to the best 
global consumption practices, mag- 
azines will only but grow in India. 


Is digital media a threat for maga- 
zines or an opportunity? 

Magazines will lose the game the 
moment they start seeing the dig- 
ital medium as a threat. It is a 
low-cost medium with immense 
reach. Magazines, which are able 
to establish their brand equity 
with quality content, can exploit 
the internet to reach the con- 
sumers that they physically can- 
not. The challenge is to use the 
internet to push magazines rather 
than focus on the net and kill 
the magazines. 


“Mr. Mukherjee, increase your 
equity exposure by investing 
7% of your funds in the 

SBI Magnum Global Fund." 


_ we recommend what is right for you. Often it is not our own 
product. So when it comes to your investments you can 


you unbiased advice, helping you preserve _ 


and enhance your wealth, SMS ‘Wealth’ to 6677 or write to 


advisory@aexp.com for more details. 


FINANCIAL ADVISORY SERVICES - 





“This is only an illustration. This is not a general or universel recommendation: Investments a subject fo market risks. Please read the offer document carefully before investing. 


ipso -— FIUNT PT geme ay a IRR FETE 





RE BROKERAGES ACROSS INDIA’ A'S 
financial capital ¿ are all-set to enter 


mobile trading services. It's not hard 
5,400 students to imagine why. “Т! ‘through mobile 
from 30 colleges phones will ae ey jump in 





que TREND SETTER WAS PROBABLY VELLORE'S EMPLOYMENT EXCHANGE. 
With government jobs becoming scarce, the local Employment 
Exchange decided to organise job fairs to tap the private sector. 
"Generally, 35 to 40 per cent of the batch is placed," says an official 
who didn't want to be named. That was three years ago. It was such 
a resounding success that other district exchanges and even the 
Confederation of Indian Industry (cm, Trichy Chapter, jumped on to 
the bandwagon this year, the first time the си is doing such a thing. The 
objective: place final year students from the arts, science, engineering 
and polytechnic colleges in and around town in corporate jobs. The 
only criteria are that students should not have any standing arrears in 
their mark sheets and should have scored a minimum of 60 per cent 
in whatever subjects they have taken up. This year, 30 colleges were 
asked to forward resumes of final year students. Some 8,500 job-seek- 
ers came forward for the placement, and 350 actually landed jobs. Says 
B.V. Ramanan, Chairman cil, Trichy Chapter: “Actually, there were 
2,000 job opportunities. But soft skills like communications and 
presentation were lacking and if this can be rectified, more people can 
be accommodated.” Says P.K. Mohapatra, Deputy Chairman, cn 
Southern Region and President and Chief Executive, RPG Enterprises: 
"The event allows industry to interact with smaller educational in- 
stitutions and absorb the right candidates." 

NITYA VARADARAJAN 


our business,” says Amit Golia, Head, 
E-broking, Motilal Oswal Securities. 
greg houses, which are ready 





with the platform and technology for 


offering this service, have applied to 
the BSE for permission. to start services; 
and the stock exchange, in turn, is 
awaiting permission from SEBI. BSE, in- 
cidentally, launched this service, called 
BSE MobiTrade, in June 2005. “The 


user can access information on any 


scrip on his mobile phone and trade in 
it," says Golia. Adds Gagan Banga, ED, 

Indiabulls Financial Services: "It's to 
take bip i aot that we 
are ready with the technology. But. А 
don't think we will see a drastic in- 


crease in the volumes anytime. soon.” 


MAHESH NAYAK 


EC Gti, WS PER nga A SRI AE AREA аара: EE 
Air Fares Up, But No Cartels in Sight 


HE BURGEONING INDIAN AVIATION SECTOR HAS DECIDED TO FORM A THE CHEAPEST AIR FARES 


CURRENT PRICE OLD PRICE* 


forum, the Federation of Indian Airlines (НА). Is it a cartel by ano- ЭШ 





ther name? “The formation of a cartel can be damaging for the econ- Delhi-Mumbai ^ Rs2549,inióo — Rs2249 - 
omy and bad for the consumer," says Competition Commissioner Delhi-Bangalore — Rs3374,Spicelet — Rs2999 — 
V.K. Dhall, but adds that the Ministry of Civil Aviation had assured Mumbai-Nolkala Rs 3524 Indico — Rs3299"* 
him that the FIA was not a price-fixing cartel. So, are prices going Мотбаі боа Rs 1,674, Spicelet К 1.099 
up? We checked on five popular sectors for December 1 fares on Bangalore-Chennai Rs 1,084, Air Deccan Rs 1,099 
November 10, and while prices are up compared to six months * Six months ago 


ago, they can be explained by the additional fuel surcharge. 
KUSHAN MITRA 
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Q&A 


“UK Law Firms Should 
Be Allowed In" 


„R.H. PRINCE ANDREW, THE DUKE OF YORK, WAS IN 

India last fortnight on an official visit as UK's 
Special Representative for International Trade and 
Investment. He met BT's Shalini S. Dagar to share his 
views on Indo-UK trade ties. Excerpts: 


What are your first impressions of this country? 

I have been very impressed by the vibrancy and 
the enthusiasm that I have seen. It gives me an op- 
portunity to be able to go back and encourage 
British businesses to come to India. 


While there is talk of free trade there is also rising pro- 
tectionism. How do you expect these to work out? 

We must allow the Doha Round to run its full 
course. The UK fundamentally believes in globali- 
sation and free trade. It’s going to be a long and 
complicated process. Too many influences which 
have nothing to do with trade can affect the outcome 
of Doha. However, if we can’t restart Doha then it 
will not make any difference to what UK necessarily 
wishes to do unilaterally because we will have to 
work through the EU. We will have to take small 
steps in order to get to the ultimate goal. 


What is the one key thing that will enable greater inter- 
action between the two countries in financial services? 
The simplest and the easiest thing will be to 
make available the legal framework for our law 
firms to operate here. By doing that, lots of M&A 
work will start coming to India rather than go to 
London. This will also help Indian expertise in the 
area to grow. Extending the reforms to banking 
ownership and the freedom for external banks to 
grow will also allow Indian businesses greater 
opportunities to go global. 


SVASIJ THSWV LAYS 





A joint presentation of 


Wharton 


UNIVERSITY Of PENNSYLVANIA 


Egon 
Zehnder 
International 


WHARTON IN INDIA 


Back by popular demand 


Governing the Corporation: 
Global Perspectives in the Indian Context 


Enrollment is limited 
7-9 March 2007 * Mumbai, India 


Wharton faculty will integrate global perspectives 
with the challenges of corporate governance in the 
Indian context. This unique program, the first of 

its kind in Asia, has been designed especially for 
Indian and SAARC audiences by Wharton and Egon 
Zenhder International, in collaboration with members 
of the Indian business community. 


SESSION TOPICS 

Wi Who Does the Board Represent? 

и The Role of the Audit Committee 

@ Ethical, Fiduciary, Legal, and Social Responsibility 
И Boards and Corporate Strategy 

8 Board Compensation 

E Investor Capitalism 

E Board Performance and Board Review 


PROGRAM FACULTY 


li Harbir Singh, The Mack Professor; Professor 
of Management, The Wharton School 


W Jitendra Singh, Saul P Steinberg Professor 
of Management, The Wharton School 


® Michael Useem, The William and Jacalyn Egan 
Professor; Professor of Management, 
The Wharton School 


lli Bala G. Dharan, J. Howard Creekmore 
Professor of Accounting, Jones Graduate School 
of Management, Rice University 


For Application 
+1.215.898.1776 (worldwide) 
execed@wharton.upenn.edu 


For Information 

Sandhya Karpe 

Director, Executive Programs 
+1.215:898.5628 
karpe@wharton,upenn.edu 


‚ http://executiveeducation.wharton.upenn.edu/india 
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TOP OF MIND 








(L to R) Hutch’s Asim Ghosh 
and Microsoft's Steve Ballmer 
and Ravi Venkatesan 





What is it: Windows Live Search will now be 
available on mobile phones. 


Who's offering it: Microsoft and Hutch have 
come together to offer the service. 


When: By January 2007. 


At what price: No one is commenting. Hutch 
says the potential is huge as this search will be 
available through the SMS function as well. 


= How is it unique: Both companies claim that the 


service will be more local-content oriented. 
"Fifty per cent of searches on other engines don't 
result in the relevant answers that people look 


for," says Steve Ballmer, CEO, Microsoft. 


And...: "The future of the internet in India rests on mobile (phones). This (and 
not the PC as is the case now) will provide a lot of people with their first 
experience of the internet," says Asim Ghosh, MD, Hutchinson Essar. 
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ECONOMY 


Up and Down 


ڈے 484 
44 


3.96 


Dec. 2005 Маг 2006 June 2006 Sept. 2006 
Figures are inflation rate in per cent 
Source: BT Research 


Status: 5.01 per cent for the week 
ended October 28, 2006; the pro- 
jected figure for 2006-07 is 5-5.5 
per cent 

Impact: Rising inflation will not only 
eat into the savings, but will also 
harden the interest rates in the econ- 
omy. This can, over time, gradually 
impact the surging consumption-led 
demand in the economy. 


It Tastes Sweet 
3-24 
18.9 
2003-04 2004-05 2005-06 2006-07* 


*Projected figures for 2006-07 


Figures in million tonnes Source: BT Research 


Status: Sugar production reached 
21 million tones in the first seven 
months (April-Oct) of 2006-07, up 
11 per ecnt compared to the figure for 
the corresponding period of 2005-06. 
Impact: Good monsoons and sig- 
nificant capacity expansion due to 
rising sugar prices have created 
favourable conditions for sugar pro- 
duction. This, however, is likely to 
lead to a softening of sugar prices. 


COMPILED BY ANAND ADHIKARI 


4330103 
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^ «7: 
Lifes a JOrn 


C4 C 


Isabella Rossellini, actress 
She travels with Vintage, 


the contemporary retro collection. 


* New Delhi - Connaught Place - Outer circle Tel: 23312097 * Chandigarh - Sec 17 Tel: 2703900 • Kolkatte 
Tel’ 30601018 & Atria Mall Tel: 24813404 a Bangalore - Garuda Mall Tel: 66141006 &F ım. Tel: 22067619 • 





The Audi Aa 


i The Audi Аб. 


Winner of 34 awards The Audi A8. 


Vorsprung durch Technik. 


Island City Motors Private Limited 
Champion Seals Compound, 15-Parsi Panchayat Road, 
Andheri East, Mumbai 400 069, india 

Tek 022 56292834 Email: infomaudimumbai.com 


Winner of 33 awards. 


Audi has now arrived in India and will continue its wortd- 
wide success story. A staggering number of international 
awards for each model category are proof of Audi's pioneering 
technologies: Ив commitment to the philosophy of 





- New Delhi 110 020, da 
-Tab 014 40510300. Email infamandida 
















The new Audi Q7. 
Winner of 5 awards. 




















"Vorsprung durch Technik" - advancement through technology ~ 
continuously challenges Audi to push ie limits in design, 
leading technologies, power and inna ns. Your local 
Audi partner invites you to experienc Audi range. 
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P-WATCH 


A bird’s eye view of what’s hot and what’s 


not оп the government’s policy radar 





COAL SUPPLY FOR POWER IS STREAMLINED, BUT... 
THE FORCES OF COMPETITION HAVE 
The New Order taken a back seat in the new set of 
upply to power segme guidelines issued by the power min- 
istry for allocation of coal blocks for 
power generation. The policy is still 
an improvement over the prevailing 
one where an entrepreneur cannot 
obtain a coal block if he plans to sell 
power in the marketplace and not tie 





up with a power utility. 

In the new order, such projects, where competition is best reflected, 
have been relega‘ed to the lowest priority. Projects undertaken by existing 
generating companies and power utilities will be given first priority. 

Next in line will be joint venture projects (Centre-state or two states 
or public-private partnership with “substantial say in the management of 
the Jv by the public sector”). Below this segment is a category where pri- 
vate producers have secured tariff approval from the regulator. 

The lowest in the pecking order are projects involving expansion 
of existing private power capacity, captive plants and merchant 
power plant. 

AMAN MALIK 


MARK TO MARKET LAND DEALS: CENTRE 

THE MINISTRY OF URBAN DEVELOPMENT IS ATTEMPTING TO PLUG THE REVENUE 
loss suffered by states owing to artificially low ‘circle rates’, upon which are 
based the stamp duties paid on land transactions. It is encouraging the States 
and Union Territories to revise the circle rates of land in line with the market 
prices, according to reports. 

In most cases, the circle rates are way below the market prices as the gov- 
ernment authorities have failed to revise them in line with the spiralling 
market prices. In order to promote legal transactions, the Centre has also 
asked the states to reduce the stamp duty rates. Currently, high stamp duty 
rates encourage black money transactions. 

The Delhi government and the authorities in the National Capital 
Region are already in the process of hiking the circle rates and bringing 
down the stamp duties. Surely, the law must keep up with the market. 

KAPIL BAJAJ 


NO FOREIGN MONEY FORTILLING LAND 
IF YOU DON'T STAY HERE, DON'T INVEST. THIS RULE STILL APPLIES TO THE 
plantation sector. Recently, the government turned down a proposal 
for NRIs to acquire shares in a rubber plantation firm (кут Estates 
Rubber plantation). The refusal was on the grounds that NRI funds are 
treated on par with foreign direct investments. And, the FDI policy does 
not permit foreign investment in any area of agriculture except in tea 
plantations. 

AMIT MUKHERJEE 
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BREAKS ON Fils IN IPOs 


RETAILERS WILL HAVE A 
tough time pricing their РО 
stocks. The government has 
barred Fils from participat- 
ing in their initial public 
offerings. 

This, since it amounts to 
foreign direct investment 
and government norms cap 
this at 24 per cent in multi- 
brand retails unit. 

The decision will not go 
down well with Reliance, 
Aditya Birla and Bharti, given 
their retail plans. 


BALAJI CHANDRAMOULI 
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Roll on: Road laying exercise 





MORE MONEY FOR INFRA 


IN A MOVE TO AUGMENT 
funding for financing infra- 
structure, the Finance Min- 
istry now wants to unlock 
domestic resources (dome- 
stic savings make up to a 
third of the GDP). 

It plans to allow expo- 
sure for pension funds in 
this sector by allowing them 
to invest in private sector 
infrastructure bonds. 

Money is welcome but 
is the least of the issues in 
developing the infrastruc- 
ture sector. 

AMAN MALIK 
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: To taste. 





Malayala Manorama : 


ғ take Malayala Manórama _ 


and add it generously to your media 
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DEEPAK G. PAWAR 


NEWS 


G. MALLIKARJUNA RAO 





Mallikarjuna Rao: Scorecard is quite impressive 
OR 55-YEAR-OLD GRANDHI MALLIKARJUNA RAO, DIWALI 
came a few weeks late this year. On November 
8, the Supreme Court upheld the Centre's 

decision to award the Delhi Airport modernisation 

project to his group while dismissing a petition filed 
by the Anil Dhirubhai Ambani Group in this regard. 

Earlier, his little-known, eponymous GMR Group, had 

stunned India Inc by winning the contract for mod- 

ernising the Delhi airport. His scorecard is impres- 
sive—he has two international airport projects (Delhi 
and Hyderabad) under his belt, generates 800 MW 
of power (GMR Energy) and is building half a dozen 
road projects including Ambala-Chandigarh in the — 
North and Tambaram-Tindivanam in the South. 


Besides, he has interests in sugar, jute and ferro-alloys - 





па cadis & Маке ЫЫ КОНУ се 
The small-time jute trader from Srikakulam 
Andhra Pradesh, оаа 
the state's PWD, has come а long way. “My vision 
is to make GMR the leading player in the infra- 
structure space in India,” says Rao. 

It is easy to understand why many opponents 
underestimate him. He's quiet, not very articulate and _ 
conservative. But people who judge books by their 
covers are wont to overlook a razor sharp brain 
that sees opportunity where others don't. The man 
also has his little quirks. He talks passionately 
about his gurus—Sri Sri Ravishankar and Swami 
Sukhbodananda—and presents first-time visitors „ 
to his office with CDs of their teachings. He also - 


leaves the day-to-day running of his empire to his - 
sons G.B.S. Raju and Kiran Kurmar Grandhi as 


well as son-in-law Srinivasa Bommidala. But don't 


let that fool you. The man remains very much in - 


charge of the business he has built from scratch. 
VENKATESHA BABU 
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NUMBERS OF NOTE 


220: The number of malls India is expected to 
have by 2007, up from a mere 30 in 2003 


68 per cent: The share of Mumbai, Delhi, 
Chennai, Kolkata, Bangalore and Hyderabad in 
India’s total organised retail market 


$ 1 3 million (Rs 5.85 crore): The amount for 
which TCS has acquired TCS Management, a pri- 
vately-owned consulting company in Australia 


90 per cent: The contribution of India’s urban 
population to government revenues 


$50,000 (rs 22.5 lakh): The permissible 


overseas remittance limit for resident Indians per fi- 
nancial year, up from $25,000 


$3.2 billion (Rs 14,400 crore): The increased 
limit for FII investments in government securities, up 
from $2 billion (Rs 9,000 crore) 


$48 billion (Rs 2,16,000 crore): What financial 
systems reforms, and further economic liberalisation, 
can add every year to India’s gross domestic product 


Rs 150-200 crore: the amount the three- 
day bandh by traders in the Capital (Oct. 30-Nov. 1, 
2006) is estimated to have cost the exchequer 


Rs 2,91,206 crore: The total assets under 


management of the domestic MF industry as on 
September 30, 2006 


1 6.9 per cent: Projected growth of technology 
spending by SMEs in India in 2007, the highest in 
the Asia-Pacific region 


100 million-plus: Total number of websites on 
the internet, according to a survey by the internet 
research firm Netcraft 


130 million litres: The estimated use of ethanol 
in India in 2006 


Rs 26,000. India's current annual 


urban per capita income 


7 lakh cases: The current size of the do- 
mestic wine market in India. Over the next 5 
years, this is likely to grow to 28 lakh cases 





BRITISH AIRWAYS 7*4 


. We Guarantee a 
| Flat Bed in Business Class 


» World business class with British Airways, you 
it bed. And because we have more flat beds to 

y 13 k m - ۴ 
s than any other airline, we offer a wider choice of 
up in. With British Airways, the world is waiting. 
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The New Look Шр; 
Delhi Airport — . 


After the Supreme Court dismissed Anil Ambani s challenge 
to the privatization of the Delhi and Mumbai airports, the 
GMR Infrastructure-Fraport combine, which won the bid 
for modernising Delhi's Indira Gandhi International Airport, 
is getting excited about its plans. It has submitted a proposal ^ 
to the Ministry of Civil Aviation, which, if cleared, will mean 
that by end-2008—24 months from now—passengers who 
fly through Delhi Airport will see the difference. 


EXISTING RUNWAY 9/27 







(КИ, : > vj 
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Passenger Capacity | 


CURRENT: 12 million but Delhi airport expects 
to handle 20 million passengers this year 


2010: 3 
2026: 


Cargo Capacity AR 
current: 700 million Tonnes um 
(Imports -- Exports) oe 
2010: NA (3 Aerobridges 


CURRENT: 9 
2010: 


Runways 2026: 
CURRENT: 2 (09/27, 10/28) 
2008: 3 (09/27, 10R/28L, 10/28R) 


PLANNED METRO ROUTE ы 





High Speed Metro link to connect Airport to Connaught Place in 19 minutes flat 
ME роте. pin ل‎ hour New ‘U Shaped’ integrated international - domestic terminal to be built 
r) Will have 55 aerobridges to start with; this will rise to 80 later 
Multi-level parking and commercial areas to be built as well 
di ies (dual runway operations) Airport capacity will be 37 million passengers annually in 2010 


1 By 2050, Asia Pacific will be home to most of the world's elderly 
ASIA PACIFIC S AGEING WORKFORCE people. It will have 998 million people aged 60 and above 
Asia Pacific's Demographic Transformation Will Ageing Have A Serious Impact? 
Percentage of respondents who believe that ageing will seriously 
impact society and the economy. 
Asia Pacific Е 
Australia WIE 
China ря 


Malays НИ 
Philippines II 
Singapore EE 
South Korea f } gna 
Taiwan i z : Cuts 68 
Thailand $ І 


Australia 4 HongKong ¢ Indonesia | A! i A 4 1 | 
China INDIA South Korea Philippines Taiwan Total 


Figures are percentage of population aged 50 and above === 2000 mam 2030 58 2050 
Source: U.S. Census Bureau Figures in per cent Source: Watson Wyatt Worldwide 
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“What a country! Part Silicon Valley; part 
Stone Age" 


Steve Hamm, autbor of Bangalore Tiger, describing India, i5 
BusinessWeek 


“It’s like a hockey stick. (The Indian manufac- 
turing market) was very, very low for many 
years, and now it has started going up” 

Jukka Lehtelä, Director of Nokia's India operations, in Christian 
Science Monitor 


“China still has big infrastructural bottlenecks. 
Indian courts may take a very long time to del- 
iver justice, but at least there are courts—the 


Chinese system is hardly as well developed” 


Hans-Paul Burkner, President and CEO, Boston Consulting Group, in 
Business Standard 


*For me, telecom has always been a journey 
not a destination. I have enjoyed it. We have 
come to a point where telecom is going on 
auto-pilot” 

Sunil Mittal, CMD, Bharti Group, in The Indian Express 


“The pendulum is now swinging decisively in 
India’s favour. We are now seeing a rebalancing 
of the equilibrium, centuries after Europeans 
took the spice route to conquer India" 


Surinder P.S. Pruthi, professor at ПМ Abmedabad and a delegate at 
the Annual Convention of the Italian Chambers of Commerce 
Worldwide, in Lecco, Italy, in The Hindu 


“We didn't cook this deal up, it wasn't mic- 
rowaved. This was like an Indian curry where 
you've got to marinate the ingredients for a 
long time" 


James Leng, Chairman of the Anglo-Dutch steebnaker Corus, after 
approving Tata Steel's takeover bid, in Business Standard 


“YouTube is a 67-person company in an 
unproven market that hasn’t made any money. 
So, it’s seemingly ridiculous amount of money 
pi Ж # 
to spend” 
Bill Wise, CEO of Did-it Search Marketing, on the issue that $1.65- 
billion price tag for YouTube may in fact mark the beginning of the end 
for this latest dot-com craze, їн CNN Money.cam 





“People who play in popular stocks where 
expectations are high, are playing a fool’s game” 
David Trainer, Founder of New Constructs, a US-based independent 
equity research firm, in Forrune 
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MEE Get the inside track on emerging trends in science, technology & 

1 SCIENTIFIC. uu business and how they are shaping our future - today. Opinion 
AMERICAN, | India - leaders have turned to the pages of SCIENTIFIC AMERICAN since 
1845 to learn about important ideas early; months & years before | 


other media recognize their importance. You are now cordially 


invited to join them, Subscribe to Scientific American India and 
discover tomorrow, today. 
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ANNOUNCED: By 
ITC, a deal with 
Sachin Tendulkar to 
co-create a line of 
energy foods called 
Sachin's Fit Kit. The 
range, to be 
launched in a couple of months, is 
likely to include energy bars, fortified 
cookies and vitamin-enriched pasta. 
The contract tenure will extend be- 
yond three years. 





RANKED: By Transparency 
International, India at #70, out of 163 
nations, on its Corruption Perception 
Index (CPI). Last year, India stood at 
#88 in the Berlin-based anti-corruption 
watchdog's report. This is the first time 
it has reversed its downward slide on 
the CPI. Iraq, Myanmar and Haiti are 
percieved as most corrupt in the latest 
report (released on November 6), 
Finland, Iceland and New Zealand are 
seen as the cleanest. 


RECORDED: By the country's in- 
dustrial sector, a production growth 
rate of 11.4 per cent in September 
2006. The surge was due to the growth 
of 12 per cent and 11.3 per cent, re- 
spectively, recorded by the manufac- 
turing and electricity sectors. In the 
first half of this year, the Index of 
Industrial Production has grown by 
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10.9 per cent compared to the same 
period of 2005-06. . 
NTRODUCED: By Research in 
Motion, the company that manufactures 
Blackberry phones, the Blackberry 
Pearl in India. The device has a digital 
camera, multimedia capabilities, a 
phone and an organizer. The company 
currently has tie-ups with Bharti and 
Hutch for its phones. The Pearl costs Rs 
24,990. 
REPORTED: By India’s automobile in- 
dustry, double-digit growth in October. 
Passenger саг sales were up 16.3 per 
cent while motorcycle sales clocked a 
growth of 13.15 per cent. If multi- 


utility vehicles are added to passenger : 
cars, the overall growth rate falls mar- * 


ginally to 14.5 per cent. 


LAUNCHED: By 
Bajaj Auto, its Pulsar 
bike in Indonesia. 
The streets of 
Jakarata, Surabaya 
and Bali are already 

аи full of Bajaj three- 
wheelers, so it was only a matter of 
time before this happened. According to 
Sanjiv Bajaj, Executive Director of the 
company, this move will prope! Bajaj 
Auto into the league of the world’s 
three largest two-wheeler companies. 
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BHASKAR 


MEN’S HEALTH 


LAUNCH! 





Men’s Health launch: India Today 
Group's Editor-in-Chief Aroon Purie; 
John Abraham; and Editor Jamal Shaikt 


HE INDIAN EDITION OF MEN’S HEALTH 

the world’s largest men's maga 
zine, was launched in India on 
November 9 by Bollywood heart- 
throb John Abraham, /ndia Today 
Editor-in-Chief Aroon Purie and Men's 
Health Editor Jamal Shaikh in a glit 
tering ceremony at the JW Marriott, 
Mumbai. Speaking on the occasior 
Purie said: "Somebody like John 
Abraham does not need this maga 
zine. But someone who wants to be 
like John Abraham will definitely 
need it." 

The jam-packed function drew 
Bollywood stars like Gul Panag, Kin 
Sharma, Koel Purie, Guishan Grover 
and Pooja Bedi. Men's Health, whict 
has a worldwide readership of over 20 
million readers across 43 countries, 
will address issues like health, fit- 
ness, nutrition, sex, relationships, 
style, gadgets and gizmos. With a 
tag line ‘The Magazine Men Live By’, 
the magazine is positioned as a con- 
temporary lifestyle magazine, and 
will be aimed at successful, profes 
sional men. Priced at Rs 50 per is- 
sue, Men’s Health will have an initial 
print run of 50,000 copies 
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THE TECHNOLOGY CONNECTION 


According to a PricewaterhouseCoopers report, “Technology Executive Connections: Successful 
Strategies For Talent Management”, 45 per cent of industry executives are expecting a severe 
shortage in technology talent. The survey covered 153 senior executives all over the world. 





How Important Are The Following TM To Your Company? 

2 3 4 5 
Promoting collaboration betw bal t | 
rumen verge tud ved » 87 2403 2208 10.39 13.64 
Maintaining an entrepreneurial culture as the - 
organisation grows ў 
Protecting ІР іп aliances and partnerships 


3077 зя 2308. 1.69 449. 


ЕД 32.69 25.64 282 TI 
(2628 35.90 24.36 641 7.05 


Managing the transition from a product- “focussed | 29. 41 32. 68 20. 26 10. 6. ]. 19 


to a service- -focussed environment 


Protecting the IP residing in individuals 





Measuring the value and contribution of WR 


|11 69 2403 21. 92 24.68 an 89 
13:73 2816 3529 13.07) 915 


Figures in per cent 1: Vitally important; 5: Not important 


How Adequately Do Your Human Capital Management Processes 
Address The Following Issues? 


JW Tie compensation to long-term strategy 


rM. Mu AR SS r Д DE _ 


Measuring the value and contribution of your. 
overall human capital strategies 


1 2 3 E 5 
| 9.03 27.10 3290 17.42 13.55. 
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) 2903 3181 2129 9.68 
1419 2258 3226 20.65 10.32 
Define, measure and reward collaboration, уре 
| Ez in Load 


28.29. 269] | 2500. 921 
Figures i in percent 1: Very adequately; 5. Not adequately ; 


E Foster entrepreneurship and innovation 


F Address the issue of senior- level succession 


T 
G Improve the quality and reduce the cost of human 
resource administration 
K Provide appropriate training tos senior executives 


Provide career development to all levels of the 
organisation 














How Scarce, Now And In The Next Three Years, Is The Talent Your 
Company Requires? 
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Woman at Work 


The fairer sex can add Rs 4.95 lakh crore to GDP in a decade if employed. SHIVANI LATH 


ACK IN 2003, ROOPA 
Purushothaman co- 
authored the famous 
Goldman Sachs research 

paper no. 99, Dreaming 

with BRICs: The Path to 2050, in 
which she predicted Brazil, Russia, 
India and China would together be 
a larger economic force than the 
G6 nations by 2050. Economic 
growth being witnessed by these 
countries, coupled with foreign inf- 
lows into them, reinforce that 
Purushothaman is on the right track. 
In March, Purushothaman 
moved to Kishore Biyani's Future 
Group (of Pantaloons and Big 
Bazaar fame) as Chief Economist 
and Strategist to head the group's 
research division and work on the- 
matic pieces such as consumption 
patterns in India and real estate 
pricing, to name just two. In her 
first publication at the Future 
Group—xx Factor: The impact of 
working women on India’s growth, 
incomes and consumption— 
Purushothaman delves into India’s 
demographics, highlighting the pot- 
ential of working women as a class, 
which she believes can impact 
India’s gross domestic product (GDP) 
by an additional $35 billion (Rs 
1.575 lakh crore) in five years, or 
$110 billion (Rs 4.95 lakh crore) in 
10. (India's GDP was estimated at 
$720 billion or Rs 33.12 lakh crore 
in 2005 and, at a growth rate of 8 
per cent, it can grow by $365 billion 
or Rs 16.425 lakh crore over the 
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SOUMIK KAR 


Making a point: Purushothaman’s leading the way for women 


next five years.) 

The report reveals that the actual 
number of people employed is less 
than the potential by about 35 per 
cent; low participation by women is 





an important reason for this. The 
good news is that for the first time 
in decades, there has been an inc- 
rease in the number of working 
women in India. The National 

















Sample Survey Organisation (NSSO) 
2005 figures indicate that 31 per 
cent of women (as a share of work- 
ing age women) are working in 
India, up from 26 per cent when the 
survey was last conducted in 2000. 

The report identifies increasing 
participation of women in the work- 
force as one of the most powerful 
ways to boost growth, incomes and 
consumption over the long run. 
“Incomes could rise by 5 per cent 
above baseline estimates in the next 
decade, and by more than 12 per 
cent in 2025," Purushothaman says 
in her report. Here is where the 
rubber hits the road—as a result of 
women's higher participation, inc- 
remental demand could grow by 
10 per cent more than anticipated in 
the next five years. 

One may ask—so what's new? 
Isn't it intuitive that if India could 
harness the potential of its women 
population, sidelined so far due to 





cultural and social reasons, eco- 
nomic growth can be a lot faster? 
Purushothaman answers: "This is 
the first time a number has been put 
to the impact this trend can have." 
The sectors that stand to gain 
from increased consumption exp- 
enditure, if the trend plays out as 
expected, says Purushothaman, are 
financial services, educational serv- 
ices, retail (which includes apparel, 
accessories and personal care), fuel 
and transport, leisure and enter- 
tainment (holidays, movies and eat- 
ing out) and domestic help. 
Working women also save and inv- 
est 25 per cent more than non- 
working women. “We arrived at 
these sectors after a detailed sur- 
vey of the household spending pat- 
terns of nearly 1,700 working and 
non-working women," she says. 
The study also claims to have, 
for the first time in India, isolated 
the impact on household spending 


from the work status of the female 
head of the household. It thus rev- 
eals that working women house- 
holds exhibit a preference for int- 
ernationally branded goods; pene- 
tration of mobile phones, credit 
cards, durables like cars and air 
conditioners is also much higher 
in such houses; and, when shopping 
at large organised retail formats, 
working women care more about 
choice than about price. 

Says Kishore Biyani, CEO of the 
Future Group: “The report indi- 
cates that modern retail’s share of 
business should see an increase as 
more women begin to work, which 
is good news." 

For the trend to play out as 
expected, clearly the government 
will need to think of ways to pro- 
vide enough jobs and facilitate 
women going to work. “The gov- 
ernment in Japan is taking an active 
role in encouraging women to go to 
work-—they are providing daycare 
and also incentives to companies 
that encourage women's employ- 
ment," says Purushothaman. That's 
one way to do it. 





Riding a 
Tiger 


Partners Danone and the 
Wadias have issues. 
An MAY NOT BE WELL BETWEEN 
the Wadia group and its French 
partner in foods major Britannia 
Industries, Groupe Danone. When 
announcing its third quarter results 
to the media in mid-October, 
Danone did not include Britannia's 
numbers—Danone and Britannia 
Chairman Nusli Wadia are virtu- 
ally equal shareholders in Associated 
Biscuits International Holding (ante), 
a company that is a majority share- 
holder in the Indian biscuit major. 
Groupe Danone maintains it has 
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been fully consolidating Britannia’s 
results since 1994, and the 
September ended quarter was the 
first instance of it not being able 
to do so. “On August 1, 2006, 
Britannia’s Board of Directors dec- 
ided to limit the release of price- 
sensitive financial information to 
comply strictly with the Stock 
Exchange regulations in India. The 
availability of financial information 
needed by Groupe Danone for con- 
solidation purposes has been imp- 
acted by this decision,” goes the 
statement. (Danone’s financial year 
is the calendar year and Britannia 
adopts the April-March fiscal.) 
Vinita Bali, Managing Director, 
Britannia, for her part, can’t und- 
erstand what the fuss is about. 
“Britannia provides audited accounts 
and relevant financial information, 
for the purpose of consolidation, 
to its major shareholder ABIH,” says 
Bali, via e-mail to BT. Now, given 


CRACKS IN THE COOKIE 





o 
What is the fuss all about? Nusli Wadia (left) and Vinita Bali 


history of friction between the 
Wadia Group and Danone. For ins- 
tance, it is gathered that Danone 
has the right to appoint the CEO of 
Britannia while the CFO would be a 
Wadia Group nominee. Bali, who 
was initially appointed as CEO before 
moving up as Managing Director, is 
said to be an appointee of the 
Wadia Group. Besides, Danone, it is 
learnt, has been not too happy with 
what Britannia has done in the 
Indian market over the last few 
quarters and ITC's steady progress in 


15 the Groupe Danone-Wadia group relationship on shaky ground? 

m Group Danone says Britannia's board has limited the release of price-sensitive financial 
information, impacting the consolidation of Group Danone's accounts. 

m Britannia’s counter is that it provides audited accounts and other relevant financial 
information for consolidation purposes to its major shareholder ABIH (in which Danone and 


Wadia have virtually equal holdings). 


Danone may not be happy with Britannia's financial performance in recent quarters. 
tm Danone apparently has the right to appoint Britannia's CEO. Was Bali appointed CEO by 


the Wadia group (and made MD after that)? 


w There may be disputes of intellectual property with regard to Brtiannia’s Tiger brand and 


Danone's Little Hearts. 


that Danone and the Wadias are 
equal stakes partners in ABIH, Bali 
wouldn’t be doing an injustice by 
sending the results to the ABIH— 
headquartered in UK rather than 
directly to Danone in Paris, point 
out observers, although it’s not 
clear what the procedure in the 
past was. An e-mail sent to Group 
Danone headquarters in France did 
not elicit a response. 

Those tracking the relationship 
maintain that there has been a long 
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key Britannia segments like biscuits 
is a key reason for this. For the 
year ended March 2006, Britannia’s 
sales increased by 13 per cent to 
Rs 1,818 crore, whilst profit after 
tax after exceptional items is down 
by 2 per cent at Rs 146 crore. ITC's 
FMCG business excluding cigarettes 
(including packaged foods, confec- 
tionery, snack foods and branded 
garments), grew by 79 per cent in 
the year ended March 2006. 

For Danone, the Asia-Pacific 





market is strategic, with 17 per 
cent of its turnover of €12.3 bil- 
lion or Rs 65,193 crore in 2005 
coming from the region. For the 
nine months of 2006, the region's 
share has increased to 18.5 per 
cent. Both Danone and Britannia 
haven't hesitated to leverage each 
other's brands. For instance, Tiger, 
a mass-market biscuit from 
Britannia, is now sold under the 
same brand in several other coun- 
tries. Likewise, Little Hearts that is 
sold in India is actually a Danone 
brand. However, observers point 
out that such cross-selling has trig- 
gered off royalty disputes. 
“Matters relating to the Tiger 
brand and, in fact, all intellectual 
property of the company have 
been in discussion since early 2004 
and are currently being addressed 
by a committee appointed by the 
Board in May 2006 to deal with 
all the intellectual property of the 
company,” says Bali. 

Danone’s media statement per- 
haps ominously states that “the inc- 
lusion of Britannia in Groupe 
Danone's perimeter of consolidation 
will be reviewed at the occasion of 
the 2006 year-end closing.” Wadia, 
for his part, would have recognised 
the huge potential in the foods busi- 
ness (the entire consumer sector, 
which includes the food business, is 
growing at about 14 per cent). His 
flagship Bombay Dyeing is in dire 
need of a revamp, and the sunrise 
business of low-cost aviation is still 
a fledgling. Britannia may well be his 
bread and butter. 

KRISHNA GOPALAN 
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Get Legit or 
Get Shut 


Companies ask their dealers in 
Delhi to respect zoning law. 


S IT TURNED OUT, NO AMOUNT OF 

kicking, screaming and threat- 
ening by Delhi's shopkeepers stalled 
the Supreme Court-enforced drive 
against illegal shops in residential ar- 
eas. Even as the Municipal 
Corporation of Delhi resumed with 
the sealing—even throwing tele- 
com regulator, TRAI, out of its offices 


Crash Landin 





SAPTARSHI BISWAS 


I» 


Delhi sealing: Bandhs, protests, and more... 


in south Delhi, possibly to only set 
an example—big companies began 
asking their dealers and distribu- 
tors to clean up their act as well. 
“We expect our dealers to uphold 
the law," says Maruti Udyog's 


g Once More 


Anil Ambani's petition for review of airport bids gets rejected. 


» 





RADAG's Ambani: What next? 


MBATTLED IS HOW RADAG'S ANIL 

Ambani must feel right now. 
Although he's managed to walk 
away with his share of the Reliance 
group, he hasn't been able to buy 
peace with his brother Mukesh, as 
evidenced by the fight between 
Anil's Reliance Natural Resources 
Limited (RNRL) and Mukesh's 
Reliance Industries over supply 
of gas by the latter to the former. 
And now he has been told by the 
Supreme Court that he won't get 
to modernise the Delhi and 
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Mumbai airports. Six months ago, 
Anil's Reliance Airport Developers 
(RAD) had filed a petition with the 
` apex court seeking rejection of 
the winning bid by the GMR- 
Fraport combine for the Delhi air- 
port and that of GVK-Airports 
Company, South Africa for 
Mumbai, and acceptance of his 
own company's. The contention: 
'RAD was the highest financial bid- 
der for the Delhi airport while it 


-. was the highest technical bidder in 


the case of Mumbai airport. Since 
5 this is the verdict from the highest 
court, Anil’s airport plans seem 

grounded at least for now. 
But as they say, one man’s 
loss is another man’s gain. “One 
can expect the Chennai airport 
modernisation process to move 
faster now as will those of the 35 
airports in non-metros," says 
Kapil Kaul of Centre for Asia 
Pacific Aviation (CAPA). The air- 
ports up for grabs are in cities 
such as Pune, Nagpur and 
Guwahati. And don't be sur- 
prised if one of their modernisers 

turns out to be Anil. 

KRISHNA GOPALAN 





Managing Director, Jagdish Khattar, 
while admitting there were some 
dealers who did operate out of res- 
idential areas. A Samsung India 
spokesperson also confirmed that 
the company had ‘informally’ told 
its large dealers and *brand show- 
rooms' that operate from residen- 
tial areas to move. *Most of them 
have shifted their operations," the 
spokesperson said. A Hyundai 
India spokeswoman said: *Our 
dealers understand the law and 
will comply with it." 

But the question is, where are 
these dealers going to move, what 
happens to their customers and em- 
ployees and, indeed, their business 
models? The last question is, per- 
haps, the easiest to answer. Shops 
that are tied to large companies 
will inevitably end up getting some 
financial assistance from them. The 
how of it will become clear in an- 
other few months, but the good 
news for them is that the companies 
already realise that they need to 
help out: *In some cases, we are 
already extending our full support 
to them to move," says Khattar. 
But small and independent shops— 
like the kirana store, furniture or 
cloth merchant—will be hard- 
pressed to find viable solutions. 
And according to the Confederation 
of All India Traders, there are 5.4 
lakh shops, employing about 27 
lakh people, that face closure. 
Praveen Khandelwal, Secretary 
General, Confederation of All India 
Traders (CAIT) asks, “If my shop 
gets sealed, who will look after my 
livelihood? The government?" 
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Because this dislocation will result 
in massive business for malls and 
legitimate commercial complexes, 
some shopkeepers have been alleging 
that builders are behind the sealing 
drive. It’s an insult to the apex court 
to even suggest that, but there’s no 
denying that demand for legitimate 
commercial properties is going to 
boom. Says Anshuman Magazine, 
Managing Director, CB Richard Ellis 
India, a real estate consultancy, 
"There is a dearth of legal commer- 
cial and office space in Delhi and 
large brands are going to strain to 
find good space." In Delhi, for in- 
stance, there's likely to be a move- 
ment towards Saket and the Trans- 
Yamuna area, where commercial 
properties, including state-of-the- 
art malls, are coming up. In terms of 
rentals, Magazine expects at least 
an 25-30 per cent hike in rentals at 
malls to Rs 120-150 per sq. ft, (de- 
pending on the size of the store). 

Then again, developers had bet- 
ter not start licking their chops. 
The problem of dislocation is so 
overwhelming and the issue so po- 
litical that there are two possible 
end scenarios. One, a more likely 
one, is that it is not carried out with 
the same rigour as the Supreme 
Court expects and will let many 
shops fly under the radar. Some 
big shops will, however, be shut- 
tered for demonstration effect and 
they are the ones who will need 
new addresses. In other words, the 
incremental real estate boom will be 
limited. The second scenario is more 
pessimistic and involves the shops 
getting unsealed a few years—if not 
months—down the line. Unlike the 
apex court's CNG drive earlier, there 
are no big manufacturers or a single 
authority that can be held respon- 
sible for non-compliance. Sure, it 
can drag the municipal commis- 
sioners over the coals, but that won't 
solve the problem. At the most, it's 
the large company-backed dealers 
that will clean up their act. 

KUSHAN MITRA 
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Anand, My 
Good Friend 


That’s what Renault CEO 
Carlos Ghosn is saying. 


N SEPTEMBER THIS YEAR, WHEN 

Osamu Suzuki, Chairman, Suzuki 
Motor Corporation (SMC), came to 
India he let out that Nissan had 
struck a deal with Suzuki that would 
lead to big things for Maruti in the 
future. Unfortunately for him, two 
months down the line and several 


opposed to the current 51:49 
Mahindra-Renault Jv for the Logan 
which is expected in India next 
year). As Ghosn announced, the 
new JV will have a capacity of 
500,000 units by 2012 and invest 
upwards of $1 billion (Rs 4,500 
crore). The plant will initially pro- 
duce cars from the Logan range but 
there was the possibility that other 
Renault products would be brought 
to India as well. 

The new plant, which is 
expected to start production by 
2009 with an initial capacity 
300,000, will be supported by a 





M&M's Mahindra (left) & Renault's Ghosn: A blockbuster tie-up 


hundred phone calls between Paris 
and Tokyo (and, no doubt, between 
Mumbai and Paris), Renault, which 
owns a 44 per cent stake in Nissan, 
finally decided that since it already 
has an agreement in place with 
Mahindra & Mahindra (M&M) to 
manufacture the French sedan Logan 
in India, it made sense to extend it. 

Therefore, on November 9 in 
Paris, Carlos Ghosn, CEO of Renault, 
sat on a dais with Anand Mahindra, 
Vice-Chairman and Managing 
Director, M&M, to announce à 
blockbuster deal that would see the 
establishment of an all-new manu- 
facturing plant in a 50:50 joint ven- 
ture between Renault and M&M (as 


powertrain plant that will be fully- 
owned by Renault. The powertrain 
facility will not only provide en- 
gines to products from the car plant, 
but also to other Renault plants in 
the Asian region. However, there 
was no talk of using this new car 
plant as a hub, rather the plant 
would cater to domestic consump- 
tion and the cars would be sold 
through the existing Mahindra- 
Renault jv. There were no specifics 
on how the existing JV would be 
impacted by the new deal. 
However, Ghosn specified that 
Nissan—which is not continuing 
talks with Suzuki, but will continue 
with the agreement to source 
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50,000 units of Suzuki’s new small 
car (based on the ‘Splash’ concept) 
from Maruti—is studying the 
prospect of also involving itself in 
the new Jv. A final decision is to be 
made within four months. “The 
success of this partnership is 
scripted within the India growth 
story and Mahindra and Renault’s 
shared vision for its customers,” 
an elated Mahindra told reporters. 
Meanwhile, Dalal Street was al- 
ready speculating about a possible 
merger of the two JVs. 

KUSHAN MITRA 





Want Rent, Get 
Customers 


Malls are starting to link 
rentals to store revenues. 


ERE'S A TYPICAL SCENE OUT OF 

Indian malls: Papa shopper, 
mama shopper and baby shopper 
are all out at the malls, but no one’s 
really buying anything. Don’t blame 
them: Their hands are full with 
cups of corn, ice-cream cones, and 
McDonald burgers. Good for 
Ronald and his pals selling out of 
kiosks, but not so good for the big, 
well-lit and air-conditioned stores. 
You get the point, right? There’s 
no dearth of footfalls at malls in 
India, but there just isn’t enough 
high-value shopping happening. 
With tenants in malls crying murder 
over the rentals they are asked to 
cough up, mall owners are coming 
up with a solution. 

In what could be the retail 
industry’s pay-as-you-go fare, malls 
are agreeing to a turnover-based 
rental model. For instance, Select 
Group’s Select Citywalk in south 
Delhi, which opens in March 2007, 
is the first shopping mall in Asia to 
adopt this model throughout the 
property. This implies that at any 
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Shopping boom: New model ensures revenues for all 


given month, the tenant pays either 
a monthly minimum rent or a per- 
centage of sales, whichever is 
higher. Apparently, this is the most 
preferred model in Europe and 
the US, as it ensures a consistent 
involvement of the mall owner in 
marketing and maintenance of the 
property, thereby driving up the re- 
tailer's sales. So, Select Citywalk 
will have a separate team looking 
after the management of the mall 
in terms of maintenance, promo- 
tional activities and advertisement. 
"There is a huge difference be- 
tween a mall developer and a mall 
manager, and the developers have 
to understand this," says Pranay 
Sinha, CEO, Select Infrastructure, 
which is developing Select 
Citywalk. *Without the developer's 
involvement, it is not possible for 
any mall to sustain revenues for 
long, even if it gets higher number 
of footfalls." The turnover-based 
rental will not only induce the de- 
veloper to employ means to con- 
vert footfalls into revenues, but 
also ensure that the retailers will al- 
ways have shoppers all the year 
around because of the promotions. 

Other malls are following suit. 
MGF leases out all of its shops instead 
of selling them individually and 
though the company collects a flat 


rent from most of its tenants, it has 
now started asking for a pie of the 
revenue from some of its more solid 
retailers such as McDonalds at the 
Metropolitan in Gurgaon, and KFC 
and Pizza Hut at City Square in 
West Delhi. “It totally depends on 
the demography of the area and 
on the retailers. If I am sure about 
returns from a particular shop, | 
would seek the turnover-based 
rental then," says Baljeet Singh, 
Vice President, MGF Mall 
Development. MGF, on its part, 
organises promotional activities in 
the malls from time to time. 
Under the sale model, a devel- 
oper acquires land, pre-sells indi- 
vidual shops to investors and then 
constructs the mall. He has no con- 
trol on the trade and tenant mix 
of the property as the developer is 
involved only till the sale of the 
property takes place. With no pro- 
motions and worsening condition of 
the malls, it often happens that the 
footfalls don't convert into rupees— 
at least, enough of them. “For us, 
the turnover-based model works 
fine as it ensures that the developer 
is doing enough to attract and sus- 
tain the crowd in the complex," 
says Hemu Javeri, President of 
Madura Garments. K. Raheja's 
Inorbit Mall in Malad, Mumbai, is 
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also an example of the growing 
trend. “While majority of our rev- 
enue is through flat rent, we do 
take some share of the retailer’s 
revenue when turnover crosses a 
specific mark. It differs from shop to 
shop,” says Manoj Motta, General 
Manager, Inorbit Mall. 

With India expected to have 220 
malls by 2007, up from 30 in 2003, 
and the current average lease rentals 
across top cities ranging between 
Rs 88 and 120 per sq. ft., a month, 
this model may soon become a more 
viable options for both the retail- 
ers and mall developers. 

PALLAVI SRIVASTAVA 





Don’t Cry 
for Me, India 


Big-ticket IT deals aren't 
dead yet. 


UST WHEN SOME INDUSTRY ANALYSTS 

were busy pronouncing that large 
IT outsourcing deals were dead, two 
Indian Ir majors TCS and Satyam 
together have bagged a seven-year, 
$145 million (Rs 645 crore) deal 
from Australian airline, Qantas. 
Global sourcing advisors, TPI, in a 
recent report had asserted that in the 
third quarter of the calendar year, 
not only had the total outsourcing 
market shrunk but the deal sizes 
had also whittled down. Sid Pai, 
Partner, TPI says, “There is a year- 
on-year drop of contract award 
signings that are in excess of $25 
million (Rs 112.5 crore). 
Companies are looking at multiple 
vendors and that is the reason for 
the paucity of large deals." 

While that maybe so, Indian rr 
vendors have clearly demonstrated 
that the value they bring to the 
table is compelling enough for 
clients to award them large con- 
tracts. CEO of TCs, S. Ramadorai, 
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Cricket Gets Pricey for Sony 


The broadcaster decides to look at other games. 


SET's Dasgupta: Won't play ball 


ITH THE OLD GUARD OF THE 

Indian cricket team a few 
years from retirement and bidding 
rates for cricket going through the 
roof, Sony Entertainment 
Television (SET) has decided not 
to bid for the International Cricket 
Council's (CC) telecast rights for 
the 2011 and 2015 World Cups 
and all icc-related tournaments 
during that time. “Cricket is a high 
risk game and bidding prices have 
touched the stratosphere this 
time,” says Kunal Dasgupta, CEO of 
SET India. “It is very difficult for 
anyone to make money at these 
levels, so we have decided to put 
our money elsewhere.” 


in a statement reacting to the deal 
($90 million of it comes to TCs) 
said that “this engagement is a sig- 
nificant milestone for TCS’ airline 
business and is the result of our 
extensive investments in building 
expertise.” Rama Raju, co-founder 
and CEO of Satyam, which bagged 
the rest of the deal, was equally 
gung-ho and said, “We look for- 
ward to leveraging our global 
expertise towards achieving Qantas’ 





INYASOD HSIRN 


For competitors Zee, ESPN and 


Ten Sports, it’s one company less 


in the fray. “Cricket is an intangi- 
ble property and each company’s 
view on whether the price for 
rights is expensive or not depends 
on how much money he can put 
on the table,” says К.С. 


| Venkateish, Managing Director of 


ESPN. He refused to comment on 
the reported bids for the rights— 
Zee at $900 million (Rs 4,050 
crore) for all rights and ESPN-Star 
Sports at $600 million (Rs 2,700 
crore) for India rights—saying: 

“They are still in sealed envelopes, 
which will be opened in the next 
couple of days." If these numbers 
are correct, it will mean a sub- 
stantial increase to Sony's $250 
(Rs 1 ,125 crore) bid for the 2003 
and 2007 World Cups. 

Manish Porwal, Executive 
Director, India (West) Starcom 
Worldwide, agrees that cricket 
prices have hit the ceiling. “The 
broadcasters need to think not 
twice but 10 times before making 
a bid at these prices," he says, 
adding that “with the associated 
and expanded risks, the best thing 
would be to collaborate to share 
the risks and thereafter the spoils." 
In fact, that's precisely the thing 
SET's Dasgupta is counting on. 

SHIVANI LATH 


goals and objectives." 

Typical rr industry platitude, 
but the deal raises one interesting 
question. If, as the industry ana- 
lysts claim, the outsourcing market 
is shrinking and deals in general 
are getting smaller, how are Indian 
vendors managing to bag large con- 
tracts? What is the reality? Pai, on 
his part, says that the two asser- 
tions are not contradictory *While 
in the third quarter there was a dip 
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TCS’ Ramadorai: Have no tears 


in outsourcing, overall for the entire 
year there is still growth compared 
to the same period of last year,” 
he says. The other half of the story, 
Pai says, is that India-based ven- 
dors have increased global market 


NHSINXY 


share from around 1 per cent in 
2004 to nearly 4 per cent in the 
current year. With their ability to 
squeeze efficiencies best, primarily 
by taking advantage of the global 
delivery model, the share of the 
Indian rr vendors in the overall out- 
sourcing pie is only set to increase in 
the future. Also, as seen in the past, 
a squeeze on IT budgets has meant 
that companies start looking for 
the biggest bang from the buck. 
And India-based vendors, because of 
their global competitiveness, have 
benefited from any belt tightening. 
So, this time around, too, if such a 
scenario emerges, IT companies in 
India are likely to be benefited 
more. For rr vendors in the country, 
it is turning out to be a story of 
‘heads we win, tails you lose’. 

It is not just the case with one 
large deal of Qantas. Large India- 
based vendors, (think TCs, Infosys, 
Wipro, Satyam, Cognizant, HCI 


Technologies) across the (х yard 
increased the number of clients 
give them business in the ran 
$20. 50 and 100 million. 

Pai of TP! admits that while 
deals are being split, the 
deal size being bag 
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increasing. 


casting firm Forrester Inc 
recent chat with Business 
had said that next year 
growth of rr spends are lik 
slow down to 3-4 per 
the current year’s overall 

cent, such a move is likely t 
Indian vendors. “Right n« 
Indian rr vendors have t! 
mentum and are placed best 
out any likely slowdown in 
ing growth," ¢ olony ha 
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TERED iS I niens 
Hi-tech Hubs 


of Harvest 


Opaque and inefficient veg- 
etable markets may be history. 


HE AZADPUR SABZI MANDI, A 
ress vegetable bazaar in 
North Delhi, is touted as Asia’s 
biggest fruit and vegetables mar- 
ket. It may also be the continent’s 
most corrupt and inefficient. Touts 
control not just the seller but also 
prices, farmers are shortchanged 
all the time, and buyers have to 
make do with shoddy products. 
Concepts like supply chain man- 
agement, cold chains, and post-har- 
vest infrastructure are naturally alien 
here—as in most Indian mandis; 
and, to that extent, the Azadpur 
Sabzi Mandi is a microcosm of 
everything that can go—and does 
g0—wrong in the country’s whole- 
sale markets. 

Cut now to the National Dairy 
Development Board's (NDDb's) Safal 
fruit and vegetable market in 
Bangalore. The hi-tech market pro- 
vides a transparent and efficient 
system for buyers and the sellers 
to make wholesale transactions. 
The auction market covers more 
than 200 farmers' associations and 
more than 50,000 farmers spread 
across Karnataka, Andhra Pradesh, 
Tamil Nadu and Maharashtra. This 
system allows farmers to plan their 
production and provides a com- 
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mon platform for buyers and grow- 
ers to negotiate better rates. By set- 
ting up an efficient terminal market 
for horticultural produce, the NDDB 
has stimulated productivity, raised 
quality standards, reduced losses 
and ensured consumer access to an 
increasing supply of fresh produce at 
reasonable prices. In other words, 
NDDB's market is everything that 
the Azadpur Sabzi Mandi is not. 
Mercifully, the central govern- 
ment has taken notice of the 
Karnataka example, and has for- 
mulated plans to launch eight more 
such terminals in Nasik, Nagpur 
and Mumbai in Maharashtra, Rai 
(Haryana), Bhopal (Madhya 
Pradesh), Patna (Bihar), Kolkata 
(West Bengal) and Chandigarh 
through the National Institute of 
Agricultural Marketing. Like the 
existing format in Bangalore, these 
terminal markets will have a hub- 
and-spoke format, with the terminal 
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market (the hub) linked to a number 
of collection centres (the spokes). 
The scope of these markets, though, 
would be wider than that of the 
Safal model, as they will involve 
more commodities and focus on 
exports too. “These complexes will 
cater to domestic as well as export 
demand as they will be a one-point 
centre for all commodities; so we 
are stressing a lot on quality check 
and grading activities in these cen- 
tres," says W.R. Reddy, Director 
(Marketing), Agriculture Ministry. 

The terminal markets will offer 
a wide range of facilities like grading 
and sorting, electronic auctioning, 
quality testing laboratories, cold 
storage, seed-distribution and even 
banking facilities all under one roof. 
They will also have post-harvest in- 
frastructure that’s needed for thresh- 
ing, drying, storage and process- 
ing. Under this model, there will 
be no service charges, fewer 
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No. of collection centres 60 20 20 30 25 12 25 

Peak throughput (MT/day) — 3,000 1500 $80 100 1,000 1,500 800 

Cold store capacity (in MT) 15000 5,000 3,000 5000 2550 2000 10000 2000 _ 
Total cost of project (Rs crore) 120 5996 5368 6564 59 49.62 93.42 54.54 


Source: YES Bank 
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intermediates, less handling, as well 
as better and modern infrastruc- 
ture for handling and processing 
of perishable produce, ensuring bet- 
ter produce quality, and efficient 
marketing, thereby benefiting both 
farmers and consumers. “By doing 
away with the middlemen and with 
the e-auction system, these markets 
will ensure that farmers get the 
actual price of the produce and are 
not cheated,” says Kalyan 
Chakravathy, Country Head, Food 
and Agriculture business, YES Bank, 
which is also the national consultant 
and financial advisor to the eight 
modern terminal market complexes, 
Agrees Rajesh Srivastava, Rabo India 
Finance’s Managing Director and 
Head (Corporate and Commercial 
Banking): “A lot of foodgrain and 
vegetables are getting wasted be- 
cause of inadequate infrastructure. 
India needs 200 such terminals 
throughout the country.” Srivastava 
has already submitted the feasibility 
study to several other states. Rabo 
India Finance is in advanced talks 
with the West Bengal ministry for 
setting up a terminal market 
near Kolkata. 

The terminal markets will be 
either built, owned and operated 
by a corporate or by a consortium 
of companies. The investment will 
be shared by the private companies 
and the central government in the 
ratio of 51:49. For the retail com- 
panies involved, the terminal market 
will be a direct source of procure- 
ment for their own shelves. 
Companies such as Reliance, Tata 
Chemicals, Voltas, DLF, FieldFresh 
and Pantaloon are a few that have 
bid for partnerships in the terminal 
market complexes. “For our 
upcoming cash and carry stores, 
the terminal markets will be a per- 
fect procurement centre for all kinds 
of food items,” says Saurabh В. 
Chadha, Head (New Projects), 
Pantaloon Retail. Markets like the 
Azadpur Sabzi Mandi will by then 
hopefully be resurrected. 

PALLAVI SRIVASTAVA 
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French Shot in the Arm ;: 


Unique deal: A global player buys into an Indian biotech venture. 





Shantha Biotech's Reddy: New stakes 


IS THE FIRST-OF-ITS-KIND DEAL 
in the Indian biotech space, 
where a global player has bought a 
stake in an Indian venture. Shantha 
Biotechnics, the Hyderabad-based 
bio-pharma company, has parted 
with a 60 per cent stake to 
Mérieux Alliance, a French biotech 
group. This follows the decision of 
Shantha's Omani partner and some 
non-resident Indian partners (who 


WESS Ee X 
Back in the 
High Life 


The FMCG industry is on 
the growth trail once again. 


HE RS 70,000 CRORE FAST MOVING 

consumer goods (FMCG) indus- 
try seems to be back to its winning 
ways. In the quarter ended 
September 2006, a majority of com- 
panies registered impressive growth, 
of between 15 per cent and 50 per 
cent, in sales; the growth in profits 
for the top 12 listed ЕМСС compa- 
nies has been over 40 per cent. 
That’s a sharp turnaround from the 
dismal period between 2000 and 
2003, when these consumer goods 
companies were growing sluggishly 
in single digits (3-5 per cent). What's 
more, the growth momentum of 





totally owned 60 per cent of the 
company’s equity) to exit. — 

"This gives us access to res- 
ources and a network," says. 
Shantha founder K.I. Varaprasad | 
Reddy, who will continue to hold - 


25 per cent of our turnover in 


> R&D would have at best given us - 


$3-4 million (Rs 13.5-18 crore) for 
innovation and here is a company - 
million (about $400 million)," 
explains Reddy. His logic? Even if 
25 per cent of this is meant for 


. vaccines, it would work out to $100 


million (Rs 450 crore). While the 

companies are silent about the 

valuation of the deal, speculation is 

that the company (Shantha) іѕ 

valued at close to Rs 1,000 crore. - 
. E. KUMAR SHARMA 


the recently-concluded quarter is 
expected to continue for the rest 
of the year. 

Says Rajan Varma, Chief 
Financial Officer, Dabur India: 
“There is a renewed buoyancy in 
demand across product categories 
and it is evident from the fact that a 
large part of our growth has come 
from an increase in volumes.” 
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Dabur India’s consolidated net sales 
grew 21 per cent to Rs 564 crore 
over the previous year’s correspon- 
ding quarter and net profits were up 

26 per cent to Rs 79 crore. 
Similarly, for Marico, the top 
line and bottom line grew 37 per 
cent and 34 per cent, respectively; 
ITC's FMCG business (outside ciga- 
rettes) grew 46 per cent and the 
agri-revenues grew 86 per cent year 
on year. Results for the FMCG 
behemoth, Hindustan Lever (HLL), 
were also quite impressive—a top- 
line growth of 12 per cent (net sales 
at Rs 3,066 crore) and a bottom 
line growth of around 18 per cent 
(60 per cent, if extraordinary income 
of around Rs 137 crore is taken into 
account). Says D. Sundaram, Finance 
Director, HLL: *Sales growth has 
been driven by an underlying volume 
increase, product mix improvement 
and price growth. Of our total 
growth in the FMCG business, 11 
per cent came from volumes and 
improvements, whereas the balance 

came from price increases." 
According to analysts the fac- 
tors that have led to such a stupen- 
dous quarter include rising con- 
sumption thanks to increase in 
incomes, both in urban and rural 
India, new channels of sales, modern 
trade, a focus on markets beyond 
metros and class-I towns, new prod- 
uct launches and an increased spend 
on advertising and marketing. 
Analysts say it is the overall positive 
sentiment that is prompting com- 
panies to expand into newer mar- 
kets and categories. Companies like 
Marico and Dabur are taking the 
plunge into the ready-to-eat foods 
segment, ITC has also added more 
products in its foods portfolio and 
has also entered the fragrances mar- 
ket and HLL, Tata Tea and Godrej 
Consumer Products are also 
expanding into newer businesses 
like high-end tea, energy drinks and 
grooming products. The fast moving 
days are back for the FMCG sector. 
ARCHNA SHUKLA 





Great Shop 
in the Sky 


Bored in mid-air? Check out 
the hostesses’ goodie bag. 

ITH FEW OPTIONS AT HAND TO 

relieve mid-air boredom, the 
concept of ‘shopping-on-board’ is 
something frequent fliers might just 
lap up. Domestic airlines such as 
Kingfisher, GoAir and Deccan 
Airways already have such shops 
in the sky by partnering with mer- 
chandising companies. Recently 
Vijay Mallya’s Kingfisher Airlines 
launched the ‘Air Boutique’, by 
allying with New York-based mer- 


Shop TENTI 


AIRLINE BRANDS PRODUCTS 





GoAir 
Air Deccan 


chandising company, Royal Images, 
which offers the SkyMall concept in 
us airlines like American Airlines 
and Delta. On offer are 50 products, 
from a BMW Mclaren Е1 GTR to 
Skagen Watch, in the Rs 200-4,250 
price bracket. “These products are 
available exclusively on the flights 
and nowhere else in the country,” 
says Girish Shah, Sales Head, 


irlines W 1 BMW caren F1 ' 
LG phones, Calvin Klein & Police pert | 
Avon, Swatch, Reebok, Barbie and Giromy Samoni. 






"Ny... 

Fee t airline generates a 
Ss of Rs 25,000-50,000. 
The purchase is done through cat- 
alogues only, Payment is via credit 
cards and products are dispatched to 
the travellers’ address within seven 
days. “We are already there in the Us 
in almost all airlines and though it is 
a no-discount and not an immedi- 
ate-delivery model, it has been quite 
successful; we would be increasing 
the product portfolio soon,” says 
Abhijit Bhandari, CEO, Royal Images. 

While Kingfisher is a fairly new 
entrant, Air Deccan and GoAir have 
been offering the ‘shop 


in the sky’ experience to travellers 
for some time now, albeit in a 
slightly different garb. Passengers 
are required to bid for products in 
the catalogues and the lowest bidder 
carries the prize home. The shop- 
ping partner for both the airlines, 
AVA Merchandising, offers products 
on discount and changes the cata- 
logue every month. Air Deccan, 
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Madhav Borkar of Nashik 
had done the unimaginable. 
After gaining experience as 
a cleaner of a truck, he had 
gone ahead and purchased 


his own truck. 


He'd found Shriram Transport 


Finance close at hand. They'd 
extended a loan against a simple 
signature. They’d also advised 
him on ways and means to grow 
his business. And soon things 
looked good. 


And when it was time for his 





son to go to engineering college, 
there was no worrying over the 
fces or hostel costs, as he already 
knew what was coming. 

His friends at Shriram Transport 
Finance had not only apprised 
him of the eventuality but also 
arranged for a top-up loan which 
he could pay back in easy 
installments. No lengthy 
questions asked about his savings 
or whether he needed to provide 
any guarantees. 

Today Madhav's son has 
joined him as a partner in his 
trucking business. When he 
meets the people at Shriram 
Transport he chuckles that he 
may as well learn the principles 
of good business management 
right there in their office 

Shriram Transport Finance 
Company - With 300 branches 
and 4000 employees. Managing 
funds in excess of Rs. 9000 crores 
(US$ 2 bn). Proudly transforming 
the lives of 500,000 people like 


Madhav across the country. 
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INDIA'S LARGEST ASSET-FINANCING NBFC. 
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Bandra (East), Mumbai 400 051. Tel.: 40959595 Website.: www.stfc.in 
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which had launched the service last 
year itself with a 40-product cata- 
logue (with a nearly 50 per cent 
discount under the initiative ‘brand- 
for-less’), has now switched to a 
nine-product bidding system. And as 
far as Captain G.R. Gopinath is 
concerned, sales revenues are doubt- 
less a priority. “We aim to increase 
non-passenger revenues from the 
current 7 per cent to 20 per cent in 
the next 2-3 years,” says the Air 
Deccan CEO. “Apart from the bid- 
ding model, we are also looking at 
catalogue sales to augment rev- 
enue,” adds the CEO of the low- 
cost airline. Deccan did business 
worth a cool Rs 2 crore in October 
from in-flight shopping, say com- 
pany officials. Not quite in that 
league, but still significant, are 
GoAir’s sales, worth Rs 50 lakh in 
October. “Our in-flight shopping 
where one can buy premium brands 
offers discounts of up to 65 per- 
cent,” says Raj Halve, Chief 
Commercial Officer, GoAir. Halve 
claims GoAir flyers enjoy two ben- 
efits: One is a cheap flight, and the 
other is a saving on purchases made. 
The Wadia-promoted airline expects 
the in-flight initiative to contribute 
close to 7 per cent to turnover in 
a year. 

The merchandisers for their part 
have huge expectations. AVA 
Merchandising expects to hit a 
turnover of Rs 75 crore by 2007 via 
its arrangement with the three air- 
lines (Indigo is the third). It has 
also proposed a duty-free-on-board- 
shopping concept to Air India, 
which is expected to foray into sky- 
shopping soon. Indigo Airlines will 
soon launch a unique ‘super-saver’ 
model, for which it has tied up with 
AVA. “Volumes are important to be 
able to offer customers attractive 
prices,” says Anil Sharma, Director, 
AVA Merchandising. The airlines, 
meantime, which haven’t been hav- 
ing it easy, could do with another 
revenue stream. 

PALLAVI SRIVASTAVA 
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Business 
on the Fly 


A builder spots a juicy opp- 
ortunity in aviation training. 


USINESS OPPORTUNITIES COME IN 
Biase: ways. For Ravi Raman, 
CEO and MD, RR Industries, a com- 
pany that builds rr parks, a client 
like the UK-based Thales group 
(which occupies his premises) pre- 
sented one. The Thales group is 


a maker of defence and aviation 
equipment; it’s also a major sup- 
plier of aircraft simulators, which is 
what attracted Raman. As the num- 
ber of private airlines in the coun- 
try mushrooms so will the shortfall 
in pilots—it is currently pegged at 
300 and expected to hit 1,000 by 
2009. What’s more, those with 
commercial flying licences go 
abroad to be simulator-trained 
across aircraft types as there are 
no third party providers of this 
service yet in the country (a few 
airlines like Jet do have, or will 


Bollywood and Beyond 


A US iconic university looks to strengthen its Indian ties. 


N OCTOBER, JARED L. COHON, 
President, Carnegie Mellon 
University (CMU), an American Ivy 
League college renowned for its 
IT courses, found himself in 
Mumbai talking to animation and 
film production houses to discuss 
collaboration possibilities on up- 
coming projects. While CMU may 
have been previously targeted by 
thousands of India engineering 
grads for its much-sought-after 
masters programmes, the 

roles are slowly 
getting re- 
versed with 
Cohon and 






Jared L. Cohon 


gressively stepping up the univer- 
sity’s presence in the country. “We 
created a new facility— 
Entertainment Technology 
Centre—six years ago to foster 
collaboration between our College 
of Fine Arts and Department of 
Computer Science and develop 
the use of technology in games 
and movies. With Bollywood 
becoming an important centre for 
the use of technology in movie- 
making we hope to collaborate 
with some production houses here 
to invite some staff to the centre in 
Pittsburgh," says Cohon. 

This partnership may just be 
the first step in a much more visi- 
ble presence for cMu globally. 
While Bangalore and Delhi are 
both reportedly on CMU’s radar 
for an India campus, Cohon won't 
get into specifics. Instead, he 
reveals that CMU will possibly focus 
on masters, PhD and possibly re- 
search programmes here in India. 
"The us continues to have per- 
haps the best education system in 
the world, but other countries 

such as India and China are 
catching up," he adds. 
RAHUL SACHITANAND 


have, simulators for their 
requirements). 

Enter Rudradev Aviation, 
Raman’s new company, which is 
planning a Rs 770 crore investment 
that would currently span the 320 
and 330 and 380 versions of Airbus 
simulators and 737s and 777s of 
Boeing. “We can provide training to 
raw aspirants right from scratch 
and in two years make them pilots,” 
says Raman. Holders of a commer- 
cial pilot licence can even opt for 
advanced training, which also 
involves surviving a crash-landing. 
The full-fledged training comes at 
Rs 28 lakh per person and would 
take 18 months. The courses are 
expected to begin from June 2007. 
From 2009 onwards, Raman 
expects to be in a position to train 
1,000 pilots a year. 

“As each simulator equipment 
costs Rs 90 crore airlines, partic- 
ularly low-cost ones, which are 
under tremendous financial pres- 
sure are not inclined to invest in 
simulators," says David 
Davenport, Sales and Marketing 


Director, Thales. Agrees Jeh 


Wadia, Managing Director of 
GoAir: “Such an academy makes 
eminent sense for us for pilot 
training and sourcing.” 

Thales is arranging for a 
European bank credit for 85 per 
cent of the project requirement 
(which works out to Rs 625 crore) 
and the remaining would be in the 
form of equity and debt by 
Rudradev Aviation, and possibly 
private equity funding. The com- 
pany also plans to look at helicop- 
ter-type training and purchase sin- 
gle-seater aircraft to help aspirants 
get commercial flying licences. After 
all, with just pure simulator training, 
one can only go as far as becoming 
a co-pilot; but what works in favour 
of Raman’s business model is a law 
that mandates even regular pilots to 
compulsorily get simulator 
retraining every six months. 

NITYA VARADARAJAN 





Upbeat 
Down South 


Sriperumbudur attracts hard- 
ware and auto investments. 


UST 18 MONTHS AGO, WHEN В. 

Santhanam, Managing Director, 
St Gobain India, confidently cited 
that Tamil Nadu would become a 
nodal point for the electronics and 
hardware industry in the country, 
the declaration was greeted with a 
generous dose of scepticism. It’s 
not as if the state’s capital, Chennai, 
has been a stranger to electronics 
and hardware; it’s a thriving indus- 
try but only till the small-scale level. 
Not any more, and it’s not just 
Chennai but districts on its out- 
skirts that are grabbing chunks of 
the action. One such area is 
Sriperumbudur, a taluk just 44 km 
from the city, spread over 226.85 sq 
km, which gained international 
(in)fame when former prime min- 
ister Rajiv Gandhi was assassinated 
there. St. Gobain itself located in 
Sriperumbudur completed its sec- 
ond phase of expansion for Rs 900 
crore in this town. 

It is no exception. Sriperumbudur 
has attracted around Rs 10,000 
crore worth of big-ticket invest- 
ments with more than 60 per cent 
of this coming in the last six months, 
and the remaining in the last 18 
months. Nokia, which announced 
an investment last April of $200 
million, has already got five ven- 
dors of the promised eight in -its 
special economic zone (SEZ) of 210 
acres in Sriperumbudur. These 
include the Aspocomp group which 
by itself is investing $200 million in 
phases to make high-density inter- 
connections printed circuit boards. 
The Nokia SEZ is expected to pro- 
vide employment to 20,000 peo- 
ple. More recently Flextronics com- 
mitted another $200 million, has 
got 200 acres allotted and has built 


up an area of 200,000 sq ft. It plans 
to recruit 3,000 people and relocate 
some 1,000 employees from other 
units in Bangalore and Pondicherry. 

Motorola, Dell, Samsung, 
Salcomp, Solectron and ZTE are some 
other names that have been allotted 
land in the Sriperumbudur hi-tech 
park spread over 2,400 acres, all of 
which has been booked. The State 
Industries Promotion Corporation 
is now trying to create another park 
within the taluk of a similar size. 
“The crowds thronging here (for 
applications and information) is more 
reminiscent of street shows than a 
government office," points out M. 
Palani, Senior Project Manager in 
charge of developing the region. “I 
am crowded out of my seat, but 1 
don't mind," he quips. Adds M. 
Velmurugan, Director, Guidance 
Bureau: “We have a committed an- 
nouncement of Rs 4,500 crore from 


Nokia plant: Adding numbers 


the mother units, and ancillaries 
could contribute twice the amount." 
Along with hardware, the auto 
sector too is silently making strides in 
Sriperumbudur. In the nearby 
Oragadam Industrial Park, 2,040 
acres have been sold out within 18 
months. In the last three months, 
Hyundai announced expansion plans 
of Rs 2,750 crore, Apollo Tyres 
committed Rs 520 crore for a radial 
unit, and Delphi-tvs will invest Rs 
500 crore. A number of Korean 
and Japanese companies have set 

up shop as component suppliers. 
NITYA VARADARAJAN 
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апа a greenfield foray to set 
up overseas outposts. 
The Indian MNC is in 
the works. 





















































$186 billion. 
1,878 deals. 
And a global market share of 16.8 per cent. 


T'S UNUSUAL TO START A VOLUMINOUS, PREDOMI- 
nantly gung-ho series of features on India’s MNCs 
in the making with a reality check. But that may 
be just what the doctor ordered in the midst of 
reams of hoopla generated in recent times about 
India Inc.’s burst of acquisitions on the international 
stage. According to data collated by the us-based in- 
formation powerhouse Thomson Financial, Us cor- 
porations have done 1,878 cross-border transactions so 
far in 2006, totally valued at $186 billion. India stands 
23rd on that list in value terms, with a 0.7 per cent 
share. Elsewhere, India ranks 61st out of 62 coun- 
tries on the globalisation index of A.T. Kearney, a 
global management consulting firm. Does that mean 
India Inc. is still a bashful pretender, unable to con- 
vincingly announce its arrival in the Global Village, a 
Tata-Corus here or a Videocon-Thomson there notwith- 
standing? Not quite. As you turn the page, you will see 
how Indian business is slowly but surely beginning to 
leave its indelible mark on foreign markets. New mar- 
kets, resources and clients are being accessed, and 
people of varied ethnic hues are on the payrolls of 
Indian firms. Watch out, world: The Indian MNC is 
coming soon to a town near you. 





GOING GLOBAL, 


As a target for cross-border M&A, India has 


scraped into the to 


Italy 

The Netherlands 
Luxembourg 
France 
Australia 
Sweden 
Switzerland 
Brazil 

Hong Kong 
Turkey 

China - 

Russian Federation 
Israel 

Greece 


India 





p 20... 

— 
($ MILLION) 

181,330.1 

125,228.9 i 
90,048.9 81 EE 47 
847753 15 |. 189 
62,4259 56 | $9 
56,979.9 5] |. 189 
56,928.9 5.1 109 
45,0579 41 23 
35,416.8 3.2 388 
34791.7 31 372 
32,437 29 220 
30,294 2.7 138 
19,3152 1.7 100 
16,108.8 1.5 274 
15,766.5 14 69 
14,9717 14 558 
10,274 0.9 155 
9,2626 0.8 53 
9,202.1 08 34 
9,059.6 0.8 286 


_..And as an acquirer, India makes up just 0.7 


per cent of the cross-border action in value. 
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India 7,553.6 0.7 192 
Data up to November 6, 2006 Source: Thomson Financial 
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Buy 


Anytime, Anywhere . 


Overseas assets aren't coming cheap, but that's not 
deterring Indian companies from using acquisitions 
as a strategy to get a global footprint. KRISHNA GOPALAN 


OMETIME IN THE MID TO LATE 90S, BRITISH 
Steel mandated a well-known global invest- 
ment bank with a specific brief to scout 
around for opportunities in the Indian sub- 
continent. One proposal the bank appar- 
ently made to British Steel involved picking up a ma- 
jority stake in the country's largest private sector steel 
maker, Tata Steel. The deal didn't materialise, and 
British Steel went on to merge with Koninklijke 
Hoogovens of the Netherlands in October 1999. 
Together they formed Corus—the same company that 
Tata Steel recently agreed to buy for $8 billion. 

Call it irony or serendipity or just pure bravado, 
the Tata Steel-Corus transaction is best evidence of the 
hunger of Indian promoters to hog the global stage. 





Girish Tanti, 
Director/ Suzlon 


“The financing (of 
the Hansen transac- 


tion) was completed 


in less than 10 days 
and the clincher was 
that we moved 
faster than the 


competition" 





SOUMIK KAR 
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It's also confirmation of how one acquisition can 
transform the acquirer from a distant also-ran into a 
global giant to reckon with. From the mid-50s in 
the global steel ranking, Tata Steel has pole-vaulted 
into the league of the top five steel producers world- 
wide. From a company with a topline of Rs 17,000 
crore, the Tata Steel-Corus combine sails into the 
Rs 1 lakh crore ($22 billion) bracket (Corus showed 
sales of Rs 85,000 crore in 2005). 

Tata-Corus isn't just a one-off example of an Indian 
business house thinking, and acting big. Videocon 
Industries’ $731-million bid for Daewoo Electronics, Dr 
Reddy's acquisition of betapharm in Germany for 
$572 million, Ranbaxy's $324-million buyout of 
Terapia in Romania, and Suzlon Energy's $565-million 


"E 
REA TEE 
UMESH GOSWAMI 





Daewoo plant in South Korea - 


purchase of Hansen Transmissions 
of Belgium are just some instances 
of Indian companies willing to shell 
out top dollar for instant access to 
foreign markets. The deal frenzy 
isn't restricted to a handful of sec- 
tors, nor is it the preserve of the elite 
of India Inc. A host of mid- and 
small-cap firms in industries ranging 
from textiles, consumer durables, 
fast moving consumer goods and 
telecom to energy, automobiles, 
auto components and information 
technology are participating in the 
rush to cut an outbound deal. The 
number of deals taking place is in- 
creasing, as is their value. In 2005, 
the total number of outbound deals 
was 136, generating a total deal 
value of $4.3 billion. Between 
January and October this year, the 
value of outbound deals was about 
three and a half times more at 
$15.72 billion and without ques- 
tion, will be significantly larger by 
the end of the year. “This is the 


ACQUIRER TARGET 
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Videocon Industries 
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*This acquisition was done with Sinopec, China 
100 per cent buyout of Kanbay for $1.25 billion. Both the 
significant portion of its delivery capabilities in India 
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SHAMIK BANERJEE 


B. Muthuraman, 
MD! Tata Steel 


result of confidence among Indian promoters which 
might not have been the case three years ago. The 
most important thing is that we have achieved com- 
petitiveness at the global level," points out Rajeev 
Gupta, Managing Director and Head of the India 
Buyout Team, Carlyle. 

And what better way to prove that by having a go at 
international markets, developed and developing. 
Videocon Industries is an instance of a consumer 
durables company wanting to take its brand to foreign 
shores. The group bought Thomson's colour picture 


tube manufacturing facility and has now inked an 
understanding with Korea's Daewoo Electronics. "The 
Thomson acquisition gave us access to à global market. 
Today, Videocon is taken seriously and our brand 
name has become much stronger," says Venugopal 
Dhoot, Chairman, Videocon Group. Importantly, the 
global strategy doesn't begin and end with one or two 
acquisitions, but involves a host of them over the longer 
term. It is now gathered that Videocon has trained its 
sights on the Seoul-based LG.Philips LCD Co. 

Also pursuing a string of acquisitions is Ranbaxy 
Laboratories which, in 2006 alone, made five pur- 
chases. An entry to high-growth geographies is one big 
reason for the buying binge. According to Ramesh 
Adige, Executive Director, Ranbaxy, the acquisition of 
a 96.7 per cent stake in Romania's Terapia opened up 
possibilities in the rapid-growth markets of Romania, 
central and western Europe. *The combination of 
Terapia with Ranbaxy's existing activities in Romania 
has created the largest generics company in the coun- 
try. Physical proximity to the markets, high quality and 
efficient low-cost manufacture, state-of-the-art R&D 
and product registrations are the underlying reasons (for 
the acquisition)," he adds. Market access is clearly the 
mantra for many of the companies stepping out. Says 
B. Muthuraman, MD, Tata Steel: “Tata Steel will be in 
several geographies rather than the limited geographies 


THE CASE FOR OUTBOUND DEALS 


€ Access to global markets: Ranbaxy's buyout of 
Terapia has given the buyer a clear access to high- 
growth markets like Romania and Eastern Europe _ 


e Synergy with the existing business of the buyer: 
Videocon's acquisition of Thomson gave it a strong 
presence in the colour picture tube market. That will 
be complemented by Daewoo's presence in areas like 


high-definition televisions and digital televisions _ 





Takes time to understand global markets: Companies 


| often have to rely on information from secondary 
sources which may not be necessarily authentic — — 





Regulations in global markets could be a 
dampener: Industries like pharma, healthcare and 
energy are often looked at very 

closely by the regulators 





e Strengthening the buyer's presence: Tata Tea's 
buyout of Tetley gave it a foothold in the UK market. 
The deal with Glaceau will allow Tetley to enter the 
US market and give Glaceau a chance to tap the 





UK market NE CI 


e Reduces levels of vulnerability: Tata Steel's S buyout 

of Corus makes it a global top 5 player and reduces its | 
risk to fluctuating prices, In fact, it could also control 
А To i 
@ Chance to create a global company: ONGC with 
acquisitions in oil fields in Brazil and Syria is now a 
serious contender in the global oil and gas space 
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Danger of making acquisitions when an industry 
is on an upswing: The buyer could take 
a long time to recover investments if the cycle turns 





Cultural integration issues: Factors like language 
and the seller's employees having new owners 


| could be hurdles 











Economic downturn i in the global market: 
This could play havoc with the buyer and will 
severely affect business prospects and forecasts 
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TICKING TO THE KNITTING 


By buying quality but operationally-stressed assets on the cheap, Spentex Industries has become India's largest yarn maker. 


ERE IS ONE COMPANY THAT HAS EMERGED VIRTUALLY 

from nowhere to become the largest yarn man- 

ufacturer in the country. Three years ago, its pro- 
moters weren't even in the textiles business, running a 
profitable trading house called CLC Global. Today, 
Spentex Industries has a total manufacturing capacity 
of nearly 570,000 spindles in India and Uzbekistan, 
edging out erstwhile leaders Mahavir Spinning (550,000 
spindles). Nearly 85 per cent of that capacity, or 
484,000 spindles, has been added via six acquisi- 
tions in the past three years. And roughly 40 per cent 
is accounted for by one overseas buyout, in 
Uzbekistan, of 220,000 spindles (plus 236 airjet 
looms). Mukund Choudhary, Managing Director, 
Spentex Industries, who is credited with much of this 


Spinning success: Via six acquisitions in three years 


creation, shares his rationale for inorganic growth: 
"Nine out of 10 people who set up greenfield projects 
fail." More importantly, it's cost-effective too. For instance, 
Spentex bought the Uzbek facilities with an invest- 
ment of just 40 per cent of what it would cost to build 
similar capacities. 

Spentex is now looking for more acquisitions, primarily 
overseas, to grow even bigger. "Asset sizes are much 
smaller, while valuations are higher in India," says 
Choudhary. His aim is to push up capacity to between 
700,000 and 1 million spindles over the next 12-18 
months and turnover to Rs 1,800 crore by March 2008, 
which would mean a five-fold growth over last year's sales. 

Spentex may be more keen on foreign assets to- 
day, but his first acquisitions were Indian. Choudhary's 
first deal—Cimmco Spinners, which is now Spentex's unit 










in Solapur in Maharashtra—was done over dinner in 
October 2003. Cimmco was making losses when it 
was bought from Xpro India, an S.K. Birla group company. 
"It was no gamble. | fear losing even Rs 10. So, buying 
Cimmco was a pure, logical business risk given the 
strength of our raw material procurement, our marketing, 
human and financial strengths." Cimmco pitched in 
with a modest profit of Rs 1.60 crore within six months 
of being acquired. In 2004, Choudhary acquired his 
Baramati unit (also in Maharashtra), which was known 
as Spentex Industries, 
and which is the 
name the company 
has hung on to. 
Subsequent acquisi- 
tions were in Ahm- 
edabad, Nagpur, 
Indore and Kolhapur. 
Barring two units 
bought from Indo 
Rama and the Uzbek 
capacitiy, all the other 
acquisitions were loss- 
making or sick com- 
panies. This is in line 
with the company's strategy of buying quality, operational 
but stressed assets on the cheap. 

And backing the aggression is financial savvy too. 
The company has managed to do nearly every kind of 
financial deal in the last few years, ranging from a 
buyback to open offers to private equity. Citigroup 
Venture capital invested $15 million for the Uzbek 
deal. In August, Spentex also became the first company 
to raise funds (Rs 46.60 crore) via the newly opened 
qualified insitiutional placement window from Sundaram 
Mutual Fund, Goldman Sachs, Voyager Fund and 
Nikko Asset Management. 

Not yet 35, Choudhary typifies the new breed of 
Indian entrepreneurs—young, hungry but patient and 
well prepared. The man who is "desperate for profits, but 
not for acquisitions", sees a turnover of Rs 1,400 
crore this financial alone. Choudhary writes out his tar- 
gets in pencil, to rewrite them later. If the acquisitions 
keep coming, it won't be long before Choudhary begins 
penciling a new number. 
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> Pramit Jhaveri/ Head 
Investment Banking/ Citigroup 


that we have today. It will have access to technology, 
management expertise, R&D facilities, geographical 
reach and new markets,” he says. 

A few years ago, if there was one perceived stum- 
bling block to global size deals, it was finance. Today, 
that’s hardly an issue, what with private equity players 
and bankers falling over each other to bankroll acqui- 
sitions by Indian companies. What also helps is that 
many of the acquisitions begin paying back almost 
immediately. Adige of Ranbaxy says Terapia has 
been accretive from day one (the acquisition was 
funded from the proceeds of Ranbaxy’s $440 mil- 
lion issue of foreign currency convertible bonds). In 
Dr Reddy’s Labs case, betapharm contributed 12.77 
per cent to the top line in the second quarter of 
2007. What also helps are balance sheets that are 
capable of absorbing larger quantities of debt and 
proposed investments, courtesy healthy cash flows. 
“Indian companies are generally in very good 
financial health today. This coupled with an access 
to significant pools of capital is driving M&A 
appetite,” says Pramit Jhaveri, Managing Director 
and Head of India Investment Banking, Citigroup. 

Another big deal that sailed through on the 
financing front is the Suzlon-Hansen transaction for 
€431.43 million (Rs 2,459.15 crore). The acquisition 
was funded entirely by debt from ICICI Bank, the State 
Bank of India, Deutsche Bank and Barclays. “The fi- 
nancing process was completed in less than 10 days and 
in our case the clincher was that we moved faster 
than the competition,” says Girish Tanti, Director, 
Suzlon. Bankers for their part aren’t prone to financ- 
ing deals blindly. “We look at benefits of synergy 
with respect to products, processes, manpower and 
commercial benefits. It is after assessing these that 
we look at costs and risks,” says Jitender Balakrishnan, 
Deputy Managing Director, IDBI Bank. 

From the spate of deals concluded, it's clear that 
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there’s plenty of opportunity out there. And tracking 
them are not just eager investment bankers but company 
head honchos themselves. For instance, when Tata 
Tea zeroed in on bottled water marketer Glaceau in a 
landmark $677-million deal, the company’s top brass 
glanced over a host of options. Says R.K. Krishna 
Kumar, Vice Chairman, Tata Tea: “We scanned the 
market and we looked through many companies. 
There were some fruit juice companies that were 
interesting, but not exciting enough. The fact that 
Glaceau is in a category that is changing the beverages 
market was exciting.” 

Investment bankers, for their part, do their bit by 
constantly looking for opportunities. DSP Merrill 
Lynch, which represented Tata Motors in the buyout 
of Daewoo’s truck manufacturing facility, has a stan- 
dardised procedure for cross-border deals. “Typically, 
we take an industry and understand it in detail from 
where we identify specific opportunities for Indian 
players. Importantly, these opportunities have to be 
appropriate and must offer strategic fits for the Indian 
company. From this stage, we take the opportunity to 
the client, which facilitates a strategic discussion,” 
says Munesh Khanna, MD and Head of Investment 
Banking, Dsp Merrill Lynch. 

One welcome upshot of the flurry of outbound 
M&A is that Indian managers have little choice but to 
consider the global big picture when making deci- 
sions. Consider for instance VSNL’s $239-million 
buyout of Teleglobe, which gave the Tata company 
a foothold in the international voice market, estimated 
at about 220 billion minutes per annum. The Indian 
pie—incoming and outgoing—will be about 12 billion 
minutes by the end of the current year. But as 
N. Srinath, Executive Director, VSNL, says: *I do 
not think of what is happening to ILD (international 
long distance) traffic in India. I think of what is 
happening to the ILD traffic globally.” 
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| It’s not only Indian companies that are 
making bold forays overseas; a steady 
stream of inbound investments shows 
that the India story is alive and kicking. 4 
KRISHNA GOPALAN & SHIVANI LATH 









N LATE 2005, VODAFONE’S CEO, ARUN SARIN WAS IN 
New Delhi to announce his company’s deal with 
Bharti Tele-Ventures, India’s largest telco. To 
most people, it was not entirely surprising since 
н India had been оп Vodafone’s radar screen for а 
i while and there was really no way the global telecom 
\ major could afford to ignore the world’s fastest grow- 

ing telecom market. What eventually stunned the mar- 
| ket was the size of the deal—Vodafone acquired 10 per 
i cent in Bharti for an eye-popping $1.5 billion. The deal 
| was struck at around Rs 370 per share even as the 
i Bharti stock was hovering around Rs 350 (it is now 
| quoting at around Rs 544). To Sarin, the India story was 
| imperative as a part of Vodafone’s long-term story 
| and Bharti seemed the best bet. 

Less than a year before the Vodafone-Bharti deal, 
international cement major, Holcim announced that it 
\ would invest $800 million for a 67 per cent stake in 

Ambuja Cements India, which would also give it equity 

holdings in Gujarat Ambuja and acc. Then came 

Oracle, which forked out nearly $600 million for a 41 
| per cent holding in i-flex and Merrill Lynch, which paid 
3 $500 million for а 50 per cent stake in psp Merrill 
Lynch. These are just a couple of examples of the sus- 
tained interest among overseas investors to catch a 
part of the Indian business potential. 
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ments in India. While there is big activity on the out- 
It’s the story, silly bound front, the inbound story is about these big-ticket 
Clearly, the reasons for the interest in India are its deals. As Jerry Rao, Chairman, MphasiS puts it, 
sound macro-economic fundamentals, high corpo- “There is a seamless interconnection in capital flow." 
rate earnings and a future that is looking good. That's He should certainly know considering that Texas- 
exactly what companies like Vodafone and Oracle — based technology services major, EDS, earlier this year, 1 
have subscribed to while making their mega-invest- acquired a 52 per cent stake in MphasiS-BFL for $380 
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Oracle i-flex Solutions 





million (Rs 1,710 crore). The advantage that the deal 
brought to the Indian company and to the Us major was 
pretty significant. “We were a mid-tier ITES company 
and we needed to accelerate into the top-tier. From 
EDS' perspective, they needed to make a meaningful 
India presence and the benefit has been that we are to- 
day considered for larger contracts which we could not 
have managed alone," adds Rao. 

The benefits of deals such as these can differ. When 
us’ Mylan Laboratories’ picked up a 71.5 per cent 
stake in Hyderabad's Matrix Laboratories for $736 
million the latter got access to a large basket of products 
and technologies besides working with a large us player. 
“The synergies that this deal will bring are those of back- 
ward integration for Mylan's products, widening of the 
technology base and transforming Mylan/Matrix into 
a global player," explains Matrix's CEO Rajiv Malik. 

Obviously there's something to be learnt by both— 
the foreign investor and the Indian investee. Says Sunil 
Mittal, Chairman and Group Managing Director, 
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to recognise India as a long-term prospect works 
very well for India. The determining factor could 
well be the ability to strike the appropriate synergy. 
When Telekom Malaysia (ТМ) decided to invest $179 
million (Rs 805.5 crore) for a 49 per cent stake in 
Spice Communications, the reason for the deal was 
amply clear to both the partners. According to Spice’s 
Chairman, B.K. Modi, his company is already in the 
business of manufacturing handsets, providing software 
for mobile phones apart from being a mobile service 
provider. “Our relationship gives us a footprint for our 
products in TM’s overseas markets like Malaysia, 
Indonesia and Singapore,” he points out. 


Inbound vs. Outbound 

The value of an inbound deal is often huge although 
their numbers are usually small. In 2005, there were 
56 inbound deals (valued at $5.2 billion) as com- 
pared to 136 outbound ones (valued at $4.3 billion). 
Telecom had a large share of the inbound deals with 
Maxis and Apollo Hospitals agreeing 
to put in over $1 billion in Aircel. 
With the $1.5 billion Vodafone- 
Bharti deal, telecom dominated the 
inbound story for 2005. 

But things have changed. Between 
January and October 2006, there 
were 62 inbound deals valued at $4.67 
billion (Rs 21,482 crore) compared to 
147 outbound deals valued at $15.72 
billion (Rs 72,312 crore)—including 
the proposed buyout of Corus by 
Tata Steel for $8 billion. Like 2005 
most of the inbound flows have been 
to companies in the cement, telecom, 
pharma and тт/тгеѕ businesses. 

Why aren't there more inbound 
deals? One reason could be valua- 





Merrill Lynch os? Merrill ме FinServices 50 I vicc шр ууз зани on э 
Holcim Gujarat Ambuja Cements Cement 14.80 470 Director and Chairperson (India), UBS 
Hutchison Group Hutchison Essar Telecom 5.10 450 Securities: “Valuations are so rich to- 

5 day that overseas companies will find 
EDS Mphasis BFL MAMES 52 380 it difficult to justify an Indian acquisi- 
Chevron Reliance Petroleum Energy 5 300 tion.” That perhaps explains why over- 


Source: Grant Thornton, Industry 


Bharti Enterprises: “Vodafone gets an opportunity to 
understand our unique business model and we get to 
learn from their operations in developed as well as other 
emerging markets.” 

Examples like these confirm that India Inc has a 
vast array of companies which are extremely globally 
competitive. Besides, the international majors’ ability 


seas majors take their time before 
investing in India. Both Holcim and 
Vodafone are said to have taken over 
two years to decide before signing on the dotted line. 
Yet, the opportunities that India offers are too 
tempting to pass up. With robust growth of the Indian 
economy and good performance by companies across 
several sectors, the India story could only get more 
followers. And that could mean bigger flow of inbound 
investments and, therefore, more big-ticket deals. 
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virtually overnight, but the exercise can also be a 
one-way ticket to disaster. sHivani LATH & MAHESH NAYAK 


HE TRANSISTOR RADIO, THE TRINITRON 
Colour Tv, the Walkman and the 
Watchman can all be attributed to Akio 
Morita, the late Chairman of Sony, and 
one of the leaders at the vanguard of 
Japan’s post-war economic recovery. Unfortunately, 
Morita can also be held accountable for the decision to 
acquire Columbia Pictures in the us for $3.4 billon in 
1989. Morita apparently believed that the acquisi- 
tion would give Sony the software that would compel 
consumers to buy its hardware. He is also supposed to 
have said that he was “proud of the fact that this ac- 
quisition would rank as the most expensive foreign 
takeover of an American company.” By November 
1994, Sony announced a $3.2 billion write-off of its in- 
vestments in Columbia, a recession in Japan, the con- 
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sequent appreciation of the yen and a slowdown in the 
hardware business all conspiring to ensure that the tar- 
geted synergies never materialised. 

If Morita could go wrong, what are the chances of 
India Inc, which has collectively spent $15.7 billion (Rs 
706.5 crore) to buy some 147 companies world- 
wide—or at least some sections of it—making an 
acquisition that will end up an absolute disaster? Not 
remote for sure. After all, the pressures are varied, and 
to be sure it’s not just about making the numbers 
add up. It’s also about making the twain of conflicting 
cultures meet (the Japanese at Sony were apparently 
uncomfortable with the spending habits of the 
Americans), and it’s about ensuring that employees 
thousands of miles away are aligned with the objectives 
of the management back home. Then, ask L.N. Mittal 
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company to digest the fact that a company from a 
developing economy wants to acquire them. They 
may fear that the Indian economy is overheated and 
worry about impact of a slowdown in India. 





€ Labour laws and local government: Foreigners 
are looked at with suspicion, and Indians 
particularly as third-world losers in some countries. - 


e Financing a bid: As ticket sizes increase from $1 
billion to $10 billion, there could be a crunch when 
it comes to financing such deals. 


e Managing customers and suppliers: There is 
a risk of customers and suppliers jumping ship 
when a foreign company acquires a local company. _ 


@ Employees and stakeholders: Cultural issues are 
the biggest challenge for any cross border 
acquisition. They can make or break a deal. 


...and Indian Promoters need to Tread with Care 
€ Approach the local government 


@ Approach the worker counsel: Take them into 
confidence and assure them of the growth 
prospects. 

@ Spend time on pre-deal integration planning, 
which could even reduce the deal size. 








€ Keep a close watch on competition: They may 
take advantage of the situation by ramping up 
production and trying to eat into market share. 


of Arcelor-Mittal fame, and he will likely tell you 
the challenge starts right from the nationality of the bid- 
der. UB group's Vijay Mallya is believed to have faced 
similar resistance when making a play for French 
champagne house Taittinger. 

A clutch of Indian acquirers, for their part, has been 
there, felt that. Consider for instance the experience of 
Tata Chemicals when it acquired the UK-based Brunner 
Mond in December 2005 through a negotiated process; 
the acquisition made Tata Chemicals the third largest 
soda ash manufacturer in the world (up from number 
14). While there were few cultural issues in The 
Netherlands, the headquarters of Brunner Mond, 
Tata Chemicals faced resistance from employees in 
Kenya (Brunner also owned natural soda ash reserves 
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at Lake Magadi in Kenya), who were not willing to 
work for an Indian group. Their bias was based on pre- 
vious bitter experiences with Indians in Kenya. *They 
had a feeling that we would exploit them," says P.K. 
Ghosh, CFO, Tata Chemicals. 

Tata Chemicals handled the problem by meeting 
with the local Masai leader and the company's senior 
management in Kenya. “We also invited 20 senior 
managers to India to literally show them the legacy of the 
Tatas and assured them that we would contribute to the 
corporate social responsibility programme in Kenya. We 
explained our involvement in similar programmes in 
India—like the Tata Rural Development programme," 
says Ghosh. It was a small but important step in build- 
ing confidence and making the acquisition a success. 

For a group with a stated objective of growing 
via the inorganic route, the Tatas have mastered the art 
of acquiring companies overseas, be it new businesses 
or those that are several times their own size. The key, 
says Tata Tea MD Percy Siganporia, is to lock in the 
commitment of the target company's management 
towards future growth. “If this thinking is established 
across the companies, the expectations and threat 
perceptions are diffused and instead replaced with 
growth expectation," he says. Locking in manage- 
ment commitment has been the mantra of success 
for Tata Tea in its acquisition of Tetley, Jemca, Good 
Earth, Eight O'clock Coffee and recently Glaceau. 

Besides, the Tatas have always opted for negotiated 
acquisitions. They plan the entire integration process 
during the negotiation phase with emphasis on constant 
communication between the top management of both 
companies. They work with the management of target 
companies to identify areas of synergy and then set up 
joint teams for each of the identified areas to execute 
on the game plan. The objective: to show results in 
terms of operational improvements and cost savings at 
the earliest. In the case of the Singapore-based NatSteel 


Percy Siganporia 
MD/ Tata Tea 
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KIMCHI, SOJU AND CVs 


To take over Daewoo CV in Korea, the Tatas had to first prove their credentials as worthy acquirers 





AEWOO'S COMMERCIAL VEHICLES BUSINESS WAS NEVER 

really on the radar of Tata Motors. Like many 

proposals that came from financial advisors, 
Daewoo's proposal too landed on Tata Motors’ MD 
Ravi Kant's desk. The offer had come from the target 
firm itself, through KPMG, the official advisor to 
Daewoo. "Language was a huge barrier, but since the 
acquisition process was transparent and neutral, (it was 
being done through the court) we decided to bid for the 
company," recollects Kant of his meeting with the 





» 


Confident Kant: Taking Tata Motors to new heights 


company’s CFO Praveen Kadle in July 2003. 

On his first visit to the Daewoo CV plant in Korea, 
Kant asked the company a strange question—what 
kind of company was Daewoo looking to partner with? 
Known not to be particularly fond of Indians, the mid- 
dle level manager was candid: Daewoo wanted to 
partner with a well-known company, (which he thought 
Tata Motors was not), possibly European, which would 
bring with it new technology and money. 

Kant's immediate reaction was to pull back, and 
question whether they really wanted to do this. After sev- 
eral huddles and a bit of guidance from group chairman 
Ratan Tata, Kant and his team decided to do something 
they'd never done before. "We realised that to acquire 
Daewoo we had to go beyond the pricing issue and con- 
nect with the Korean society." After the first meeting, 
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Kant sent missives to Bombay House asking for a 
Korean-translated version of all Tata Motors' brochures, 
pamphlets, along wit a film with insights on the group's 
credentials, legacy, work culture and philosophy, to be 
delivered to the Daewoo employees and shareholders in 
10 days. 

The result of this effort was startling. On Kant's next 
visit to Daewoo, everyone from the governor to the 
mayor to the trade minister to the leader of the em- 
ployees union wanted to meet him. "We sensed that 
they had been surprised and impressed by our sincer- 
ity and also the fact that Tata Motors was owned by a 
trust that followed the highest standards of corporate 
governance," recollects Kant, adding, "I think the fact 
that we were not behaving like buyers, rather as a 
company trying to sell itself to them, is what sealed 
things for us." 

By his fourth visit to Korea, before the final court an- 
nouncement (the whole process was being handled by 
a court) on the selected bidder, it was apparent that 
Daewoo employees wanted the company to go to the 
Tatas. Sure enough, Daewoo was handed over to Tata 
Motors, probably the least well-known of the total 10 
bidders in the fray. 

Post-acquisition, which Kant says took less than six 
months, Tata Motors has made conscious efforts to 
retain the emotional bond created during the acquisition 
process. "Any employee who is sent to Daewoo is first 
trained in the language, culture and food habits," says 
Kant. In turn, the cooks at the Daewoo canteen have 
learned to cook and enjoy Indian food. The company has 
also flown down the union leaders from Korea to visit the 
Jamshedpur and Pune plants to understand the scale 
of operations at Tata Motors. 

That the acquisition has been a success is evident 
from the market share Daewoo CV enjoys today. Tata 
Motors, which has rolled out its medium CVs in Korea, 
has a 25 per cent market share in the segment in that 
country. Its share in the heavy CV segment has in- 
creased to 27-28 per cent from 21-22 per cent at the 
time of acquisition. "Today, 45 per cent of Daewoo CV's 
production is for exports and is adding to the bottom line 
of Tata Motors' consolidated earnings," says the proud 
MD, who has learnt to enjoy Korean food of rice and 
kimchi (usually fermented cabbage) and shots of Soju, 
the traditional Korean liquor. 
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G.V. Prasad 
Executive VC & CEO/ DRL 


acquisition, Tata Steel had to integrate operations 
spread across seven different countries. It started out 
by creating platforms where learnings could be shared 
between the companies. Tata Steel is superior in steel 
making while NatSteel had better products and solu- 
tions for the construction sector. In both the NatSteel 
and Thailand-based Millennium Steel acquisitions 
Tata Steel retained the top management. The Tatas also 
succeeded in keeping back the CEOs and all employ- 
ees—something that would not have gone unnoticed 
when Jim Leng, Chairman, Corus Steel, was making up 
his mind on Tata Steel’s merger offer. 

Outside the Tata fold, other Indian companies 
too have adopted the consultative approach. Suzlon’s 
acquisition of Belgian gearbox maker Hansen in 
March 2005 was smooth, thanks to the effective 
communication of the mutual benefits to the two 
companies. “They realised that we will be a catalyst for 
their growth and not hamper their prospects. We 
have already invested Rs 800 crore to increase 
Hansen's capacity from 3200 Mw to 5800 Mw,” says 
Tulsi Tanti, Chairman and Managing Director of 
Suzlon Energy. In the case of Asian Paints’ 51 per cent 
acquisition of Singapore company Berger International 
in 2002, Vice Chairman & MD Ashwin Dani says he 
was clear that his company will be choosy in its 
operations and not necessarily operate all the 10 sub- 
sidiaries of Berger. In the four years since the acqui- 
sition, Asian Paints has sold three of the subsidiaries (in 
Malta, Philippines and Myanmar). Dani's motive is 
clear: To be present only in emerging markets and in 
markets that generates cash flows. “Surely, cultural 
issues play an important role in an acquisition. To han- 
dle this carefully, we spent time with the employees 
and worked as a team to thrash out the synergies 
such that the acquisition generates value.” 

Dr. Reddy’s Laboratories (DRL), like other pharma 
majors, has been on an acquisition binge—gobbling up 
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BMS in the UK, betapharm in Germany and Roche’s 
business of active pharmaceutical ingredients in 
Mexico. While BMs was a small acquisition and gave 
DRL a foothold at the retail end in the Uk, betapharm 
was, as G.V. Prasad, Executive Vice Chairman & 
CEO, says “really a game-change acquisition—a huge 
one in terms of size, one that put us at number four 
position in Germany." Roche’s API business in Mexico 
was a good fit as DRL could leverage its chemistry 
strengths to serve the needs of large innovators. 

The integration process has been a mixed bag for DRL. 
While in the UK it had to replace the existing management 
team of BMS, which was not keen on continuing with the 
new owner, in Germany the management got an 
opportunity to learn a thing or two from the target 
company. Says Prasad: “betapharm is a lean organisation; 
self-driven, self-managed and entrepreneurial, when 
compared to DRL. Instead of imposing our culture, we are 
learning from them.” In all its acquisitions, DRL has 
ensured it used “local talent rather than imposing expats”. 
The us business, thus, is headed by an American, the 
China Ју by a Chinese, the South Africa JV's CEO is a 
South African (though of Indian origin) and the head of 
the Brazil operation is a Brazilian. 

The Indian companies’ need to acquire has been 
driven by desire for scale, access to global markets and 
the latest technology. Whether these acquisitions will be 
entirely successful, it is still early to tell. Shalini Pillay, 
Director of Advisory Services at KPMG, is candid when 
she says: “As many as 50 per cent of Indian companies 
going overseas for acquisitions neglect pre-dealing int- 
egration planning. This can prove costly, while on the 
other hand effective planning can even bring down 
the deal size.” Critics say Sony overpaid by about $1 bil- 
lion when it acquired Columbia Pictures. More than a 
few Indian acquirers may be sailing in the same boat. 

ADDITIONAL REPORTING BY E. KUMAR SHARMA 

AND ANAND ADHIKARI 
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ICICI Lombard Saw the Future of Insurance Services. 
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To become India’s leading insurance company, ICICI Lombard would have to reach out to 
millions of prospects where they live and work. Its agents would have to be more agile, 
generating policies and settling claims on the move. 


Today, mobile agents throughout India use Citrix technology to access ICICI Lombard's 
advanced policy framework. They generate policies in less than 10 minutes, including 
digitised signatures. And they settle claims in days—not months. 


"Citrix software helped us grow by allowing agents to securely access and settle claims 
from anywhere. As a result, we are now the number one private general insurer in a very 
competitive industry.” 


ANUJ GULATI 
Chief Information Officer 
ICICI Lombard 
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BUYO, Build? 


A clutch of Indian corporations is 
foraying overseas via a judicious mix 
of joint ventures, greenfield forays, 








IVE OVERSEAS ACQUISITIONS IN A YEAR IS PERHAPS 
the best way to etch in your mind Ranbaxy’s 
hunger for a piece of the global action, but it 
isn’t as if the Delhi-based pharma major’s 
international quest is a recent phenomenon. 
The company’s first foreign foray can be traced back to 
1977 when it began production in Lagos in Nigeria via 
a joint venture. There are other companies too that ven- 
tured overseas early, and via Jvs. 1977 was also the year 
Asian Paints ventured overseas, in Fiji, with local equity 
participation. Other Indian firms that felt the need to 
have international outposts early-on, not necessarily via 
Jvs, but by building a presence from scratch, include rr 
services major HCL and the A.V. Birla Group, when the 
late Aditya Birla was at the helm. Just four years after 
formation, HCL established its first transnational venture, 
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and acquisitions. T.v. MAHALINGAM 


Fareast Computers, in Singapore in 1980. And right 
through the seventies, Birla built up manufacturing 
operations in countries like Thailand, Indonesia, Egypt, 
China and Canada. 

Clearly, the itch to become multinational has been 
there for some time now with India Inc.—the big dif- 
ference in the seventies and eighties, however, was 
that few Indian companies could even think about 
acquiring a foreign competitor as they either lacked the 
capital or the competitiveness. Greenfield entries and 
JVs were clearly better options. But even if acquisi- 
tions are a swift route to an international presence 
today, JVs and single-handed overseas entries still have 
their merits. “A Jv can be used as an entry strategy into 
a particular market or for purposes of risk mitiga- 
tion," says Ramesh Adige, Executive Director, Ranbaxy. 
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UMESH GOSWAMI 


Ashok Goel 
Vice Chairman/ Essel Propack 


To be sure, along with the companies it has acquired, 
Ranbaxy also has several JVs across the world in coun- 
tries like Japan and South Africa. HCL Technologies still 
takes the JV route, one of the few large IT services 
companies that has hinged its international strategy 
around such collaborations. The Delhi-headquartered 
IT services giant has had several joint ventures with com- 
panies like Deutsche Bank, Jones Apparel and NEC. 
“Joint ventures are a part of our DNA,” says Saurav 
Adhikari, Corporate Vice President (Strategy), HCL 
Technologies. “In a merger or acquisition, the risk 
devolves entirely to the acquirer. In a Jv, on the other 
hand, two partners share the risk. The great thing 
about a JV is the fact that there is accelerated learning 
for the partners at lower risk levels," he adds. 

The crucial factors for the success of a JV are what 
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each partner brings to the table, how complementary ү 
their respective skills аге, and the understanding that the 
partners have about each other’s needs, The Chennai- 
based Sundram Fasteners Ltd (SFL) traditionally has 
not been a great believer in Jvs. Reason for this diffi- 
dence? The company felt that a JV partner could mus- 
cle the other out. But in 2004, the leading auto ancil- 
lary manufacturer entered into a JV with Bleistahl 
Produktions GmbH, Germany, to manufacture valve 
train parts in India. SFL invested 76 per cent of the eq- 
uity capital and Bleistahl chipped in with the rest. It was 
a first for SFL. Why did SFL get into the JV? SFL found that 
Bleistahl shared its vision of India being an outsourcing 
hub for manufacturing. In addition, Bleistahl agreed to 
transfer its assets, including production facilities to 
the JV (rather than SFL buying it out and then transfer- 


COLLARS OR das US OR BOTH? 





e Lower risk: It's a low-risk strategy where partners 
share the risk of a new venture | 





@ Entry into new domains: An аал Заве сап ‘enter 
or beef up his domain expertise with the help of a 
foreign partner who has been in that space. JVs are a 
back door route to client acquisitions 





@ Local knowledge: Instead of reinventing the wheel, 
Indian companies can ride on the experience of a 
local player who knows the ropes in foreign markets _ 





@ Talent scouting: Hiring people is an easier 
proposition in a joint venture if the local partner 
has a good reputation in the foreign market _ 


THE RISK FACTOR: One partner might try to 
muscle out another. Also, if exit strategies are not 
clearly defined, a split up can be terribly painful 
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Learning experience: Unlike a JV, where the 
wealth of knowledge comes from the foreign 
partner, the experience of learning from scratch 
can be rewarding in the long run. 

An Indian company can embed itself far deeper 
in a foreign market with organic growth _ 


Organisation culture: A lone ranger foray will 
help a company maintain or adapt its organisation 
culture far easier than in the case of an acquisition 
where a company will have to tinker or make do 
with what it acquires 


THE RISK FACTOR: If the local regulations are 

not well understood, companies can face a tough 

time with the authorities. Also, hiring staff can be 

an issue if the Indian player is not a + 
renowned one 
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SQUEEZING INTO FOREIGN SHORES 


A combination of JVs and acquisitions have made Essel Propack the world's largest manufacturer of lamitubes. 





ring it). Bleistahl also chose to focus on marketing, al- 
lowing SFL to concentrate on its core manufacturing 
strength. “This way we are ensured of a steadily in- 
creasing export turnover and not worry about off- 
take, sales and people aspects,” says Sampathkumar 
Moorthy, President, SFL. “But in this model, one has to 
be sure of one’s partner,” he adds. 

The SFL example is unique because it allows the 
company to target international markets by manufac- 
turing out of India with some help from an overseas 
partner. Most Ју, on the other hand, are signposts 
that Indian companies use while exploring global mar- 
kets. JVs are an easier way to get used to the nuances of 
particular markets. “Primarily, a Jv allows you to 
leverage the strengths of the partner who is well aware 
of the market dynamics and knows the rules of the 
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game," says Ranbaxy's Adige. In 2002, when Ranbaxy 
decided to enter Japan, the world's second largest phar- 
maceutical market, they decided to tie up with Nippon 
Chemiphar Limited of Japan to form a Jv called Nihon 
Pharmaceutical Industry. Japan is amongst the most 
regulated pharmaceutical markets. “Local knowledge is 
the key to success in Japan. The distribution system is 
very different in Japan. Other than language issues, in 


Japan, doctors dispense drugs. To address the market, 


a well-connected local distribution partner is almost a 
prerequisite," says Utkarsh Palnitkar, Industry Leader 
(Health Sciences), Ernst & Young India. Japan also has 
a unique pharmaceutical pricing system where the gov- 
ernment reimburses medical agencies for drugs at an of- 
ficially set price irrespective of the actual purchasing 
price. Says Adige: "The alliance provided us a platform 
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Taiwan "IT manufacturing center". With the Indian economy surging ahead, Taiwanese 

companies now recognize India as a market with a huge potential for ICT products. Some 

of Taiwan ICT giants - Acer, Asus, BenQ and D-Link already have presence in India. The Taipei World Trade Center, Mumbai is 
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to gain experience of the Japanese regulatory framework 
and market environment.” 

In the Ir services industry, JVs are being used to 
strengthen delivery capabilities in verticals. These Jvs have 
often resulted in new client acquisitions. HCL, for ex- 
ample, has managed to beef up its revenues from ver- 
ticals like retail and telecom by entering into JVs with 
companies in those spaces. In 2002, HCL Tech had 
identified the retail vertical as a high growth area and 
subsequently launched a 51:49 Jv with Jones Apparel 
Group Inc. to provide it solutions in the global retail 
market space. That Jv seems to have paid with HCL 
Tech bagging a $333-million five-year co-sourcing deal 
to provide outsourcing services to Europe's leading 
electrical retailer, DSG International, earlier this year. 
“When the Jones Jv was signed, our revenues from 
the retail segment were marginal,” says Adhikari. In the 
second quarter of the current year, 12 per cent of HCL 


Shiv Nadar 
Chairman/ HCL Technologies 
| 


р 


VIVAN МЕНКА 


Technologies’ revenues (Rs 1,379 crore) сате from ге- 
tail clients. HCL also attributes its growth in the BPO space 
to its JVs in the telecom space. “Thanks to our JV with 
British Telecom, today more than two thirds of our BPO 
revenues accrue from the telecom vertical from virtually 
zero before the BT venture,” says HCL’s Adhikari. 


Feeling The Stones 

Even as companies continue to take the ‘safer’ Jv route 
to expansion in foreign markets, there are others who 
prefer to start off on their own in distant geographies. 
“There’s a saying in China. ‘You cross the river by feel- 
ing the stones’.” says Girija Pande, rcs’ Head & 
Regional Director (Asia Pacific). What Pande means is 
that China is a different ballgame and you have to 
learn the market before you play it. “We were clear that 
we wanted to enter China not as a JV, or as an acqui- 
sition. We wanted to learn China by ourselves,” says 
Pande, adding that the company considered a few ac- 
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quisitions before deciding to go on its own in China. To 
achieve this, in June 2002, TCS started its operations by 
setting up what’s known as a wholly owned foreign en- 
terprise (WOFE) in China. Headquartered in Shanghai 
and with its delivery centre in Hangzhou, TCs today em- 
ploys 600 people in China, 95 per cent of whom are lo- 
cals. “Today we know how to hire, fire in China. We 
have an understanding of how the market works there 
because we started ground-up in China,” says Pande. 
That’s the great thing about starting from the scratch— 
the progress might be painfully slow, and at times 
with pitfalls, but the learning is immense. 

TCS now plans to merge its subsidiary into a new JV 
company it has formed with three Chinese partners and 
Microsoft. The company plans to target the burgeon- 
ing domestic Chinese IT services industry with the 
new entity. “The Chinese domestic industry is four 
times India’s, growing at 20 per cent per annum. But the 
outsourcing industry is yet to achieve scale there as the 
industry is extremely fragmented,” says Pande. There 
are nearly 7,000 Chinese rr companies, 50 per cent of 
them have less than 50 people. The TCS Jv is a part of 
the Chinese government's push for consolidation in this 
fractionated sector. “With the new JV, we give them off- 
shoring capabilities and best practices, while they give 
us the domestic market. Of course, we will all have to 
work for it," adds Pande. 

Proximity to global markets and cheap labour can 
also be a major driver for non-IT companies to set up 
manufacturing bases in other geographies. SFL has in- 
vested in greenfield manufacturing facilities in China, 
hoping to service the APAC market. Says sFL’s Moorthy: 
“We opted for a greenfield project in China because costs 
in China equalled costs in India. China, apart from 
having a large domestic market, is well-placed to cater 
to the entire Asia Pacific region, including Japan." 
Companies like Mumbai-based Essel Propack have 
opened manufacturing plants in the Us and Europe to 
stay closer to their clients (see Sgeezing Into Foreign...). 

There's another way to be multinational—by sim- 
ply manufacturing in the country and exporting tonnes 
of the produce. Whilst the rr offshore business is based 
on this premise, in the manufacturing sector, Reliance 
Petroleum is setting up a refinery that will produce 29 
million tonnes of oil a year—or 5.8 lakh barrels a 
day—all for exports, specifically to the us and Europe. 
The Reliance Group is anyways a huge exporter—in the 
first half of the current year, flagship Reliance Industries 
earned some Rs 32,000 crore of total revenues of Rs 
55,000 crore from exports. And Chairman Mukesh 
Ambani reportedly plans to generate agri-exports of $20 
billion annually. Clearly, overseas acquisitions needn’t 
be mandatory to become a multinational corporation. 

ADDITIONAL REPORTING BY NITYA VARADARAJAN 












On Top Of The World 


A flurry 


of M&As has pitchforked some Indian companies 


into the global eae but can they stay there? ANAND ADHIKARI 


FTER THE RASH OF GLOBAL MERGERS AND 
acquisitions by Indian companies, many 
of them find themselves in the rarefied 
top echelons of world rankings. For 
instance, Bharat Forge is today the sec- 
ond largest forgings company in the world after 
acquiring Germany's largest forging company CDP in 
November 2003. Likewise, Tata Tea has emerged as 
the second largest branded tea company after it bought 
UK's Tetley in February 2000. More recently, after it 
acquired the operations of France-based Thomson 
SA, Videocon became the world's third largest televi- 
sion picture tube maker and, after it closes the deal to 
acquire Corus, Tata Steel could become the fifth 
biggest steel company. 

The big question now: can newly minted Indian 
multinationals like these hold their own in a competi- 
tive global marketplace? Perhaps they can. Pharma 
major Ranbaxy, which derives 45 per cent of its rev- 
enues from developed markets and has made acquisi- 
tions to grow into a true multinational—it has opera- 








tions in 40 countries and derives 75 per cent of its rev- 
enues from global markets—wants to leapfrog into 
the global big league in less than a decade. Ranbaxy 
wants to be a $5-billion company by 2012 and among 
the top five global generic drug makers. Ashwin Dani, 
Vice Chairman and Managing Director, Asian Paints, 
echoes similar aspirations of finding a berth among the 
five largest decorative paint companies. “South East 
Asian countries will bring in strong growth for the 
company along with inorganic growth,” he says, hint- 
ing perhaps at more acquisitions. 

Acquisitions aren’t the only route that Indian com- 
panies are adopting to get to global-sized operations. 
Wind energy major Suzlon is expanding capacity to 
maintain its leadership. “By December 2006, we would 
be adding a capacity of 1,500-1,600 Mw , which could 
take our global market share to 11 per cent from 6 per 
cent now,” says Tulsi Tanti, Chairman and MD. Tanti 
is now eyeing Enercon of Germany’s global slot, the 
fourth largest wind energy firm in ‘the world with a 
market share of 10 per cent. 
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e Asian Paints: GLOBAL RANK: No ranking available, 
claims to be amongst the 10 largest decorative paint 
manufacturers in the world 

NEXT IMMEDIATE RIVAL: UK's ICI is the world's largest 
decorative paint manufacturer 




















e Videocon Industries: GLOBAL RANK: 3rd largest Special Skills 
colour television picture tube manufacturer in terms of But how the new Indian MNCs will fare will also depend 
production, which is 22 million < 4 
NEXT IMMEDIATE RIVAL: South Korea's LG. Philips is the on how the currently buoyant Indian economy performs 
second largest with around 35 million colour picture tube in the future. While there may be no immediate con- 
production cerns on that front, as Indian companies make overseas 
F 7 А 3 ^ — -- acquisitions and spread their wings globally, they could 
e Tata Motors: GLOBAL RANK: 5th largest manufacturer а[ѕо be exposed to global risks. Rashesh Shah, CEO 
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| j ын Е world with product and brand presence іп But some companies have strategies to hedge against 
à NEXT IMMEDIATE RIVAL: Europe's Unilever has the largest global risks like a slowdown AA downturn. Ranbaxy's 4 
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Tea-Tetley tect it from an economic slowdown in a particular 
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NEXT IMMEDIATE RIVAL : Germany's Stada-Hemofarm is the in every possible market, including Australia, West 
| world’s eighth largest player with sales of over Rs 8,000 Asia, North Africa, Poland, Russia and Kazakhstan. 
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| NEXT IMMEDIATE RIVAL: Germany's Enercon is the fourth Suzlon's Tanti is betting big on growth. In the past 
largest with a 10 per cent market share three years, the company has grown at an average an- 
К "ME nual rate of 100 per cent and Suzlon expects to better 
| e Tata Chemicals: GLOBAL RANK: 3rd largest soda ash that now. Ditto at Asian Paints. “We sold about 350,000 
maker in terms of capacity of 3 million TPA TPA of paint last year. And if you add 15-20 per cent 
NEXT IMMEDIATE RIVAL : US-based FMC Chemicals _ growth, we are talking of selling something like 50,000 
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ACK IN 2001, WHEN INDIAN HOTELS 
Corporation Limited (IHCL) was imple- 
menting Total Productivity Maintenance 
(TPM) and the Kaizen approach across its 
properties, it benchmarked with the Ritz 
Carlton on customer satisfaction measurements in 
luxury hotels. Just five years later, IHCL has signed an 
agreement to acquire the Boston-based Ritz-Carlton 
hotel, a luxury property in operation since May 19, 
1927, for about $170 million. With the deal scheduled 
to close mid-January, this will be the second us hotel to 
be acquired by the Tata Group company (which owns 
the Taj chain of resorts and hotels), after it took man- 
agement control of The Pierre, a luxurious landmark 
hotel on New York's 5th Avenue, for $50 million. 
Clearly, Indian Hotels is morphing from being a lead- 
ing Asian chain of luxury hotels into a global one 
with presence in the gateway cities of the world. In five 
years, it aims to have a third of its revenues from 
overseas operations—and the us would account for a 
fair share of those sales. 

Indian Hotels is not the only company for which the 
US is a key fragment of a globalisation blueprint. 
According to a CRISIL report titled “Creating the Indian 
MNC”, acquisitions by Indian companies overseas have 
touched $7.3 billion in the April 2005-September 
2006 period. A little over a quarter of these target 
companies are in the Us, with the total deal value 
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amounting to а cool $1.9 billion. Tata Tea’s $677-mil- 
lion acquisition of a 30 per cent stake in the Glaceau, 
an enhanced water company, is till date the largest Us 
acquisition by an Indian company and skews the us 
share substantially in 2006-07 to 52.7 per cent, but the 
us was the #1 destination even in 2005-06 with an 18.3 
per cent share of all overseas acquisitions. 

Whilst niche American buyouts have been taking 
place for some time now—TT services majors like TCs, 
Wipro and Satyam have been particularly busy as has 
a clutch of pharma majors—a handful of Indian cor- 
porations are now beginning to make US acquisitions for 
sheer size and scale. Rain Calcining Ltd, Asia’s largest 
manufacturer of calcined petroleum coke (СРС), acquired 
a 20 per cent stake in GLC Carbon Corporation and is 
reportedly looking to acquire full control. If successful, 
Rain will emerge the world’s largest producer of СРС. 
Rain has the capacity to manufacture 480,000 tonnes 
per annum of CPC, while GLC, with its four facilities in 
Texas, Oklahoma, Louisiana and Argentina, is about 
four times the size with an annual capacity of 2.3 mil- 
lion tonnes. Clearly, scale is an important factor in 
influencing the decision for Rain Calcining as market 
leadership brings with it the ability to influence pricing, 
especially in a commodity industry. 

For other manufacturers with global ambitions, 
the Us is one land that they just can’t ignore. When last 
June, Bharat Forge, the second largest forgings firm in 
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the world, purchased Federal Forge Inc., a company en- 
gaged in the design and manufacture of complex 
forged steel components, for $9.1 million, it gained an 
immediate foothold in the Us passenger car and light 
truck market; and most importantly, a manufacturing 
base close to some of Bharat Forge's largest customers. 

Access to markets has been a key driver of these acq- 
uisitions and the Us being the largest market in the 
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ers like ус Penny and Linen & Things, Wal-Mart and 
Bed, and Bath & Beyond. GHCL Joint Managing 
Director R.S. Jalan says: *The acquisition provides us 
the opportunity to quickly move into the us market with 
a ready customer base and infrastructure in place." 
S. Kumars, too, is reportedly bidding for one of the 
largest American home furnishing manufacturing 
and distribution companies, America Pacific, and 


world, has been a big draw. Says 
Sunil Alagh, Chairman, sKA Adv- 
isors, a Mumbai-based marketing 
and branding consultancy: *The 
level of importance of entering the 
Us markets depends on the product. 
Indian companies should enter any 
market and more specifically the 
US, from a position of strength, that 
is in sectors like rr, textiles, spe- 
cialty teas, Indian cuisine-based 
foods, etc. It will be of little imp- 
ortance in areas like soaps, cosm- 
etics, confectionery or air condi- 
tioners. Entering the Us market 
should not be a ‘fashion’ but ‘op- 
portunity-based’.” 

The Indian textiles industry has 
been trying something similar—to 
make inroads into the $30-billion 
(Rs 1,35,000-crore) us and EU home 
textiles market by aligning its low- 
cost manufacturing base with us- 
based brands. Companies like GHCL 
have chosen to grow via the inor- 
ganic route—it acquired Dan River, 
the third largest player in the us 
home textiles market, the owner 
of the brand ‘Bed in a Bag’ and 
preferred supplier to large retail- 
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The top 20 destinations of Indian 
investments overseas ($ Million) 






1,054.49 


United States 

United Kingdom 815.48 

Belgium 19994 _ 

Germany 657.79 

Thailand 48674 

China 375.99 na. 
Romania 343.50 na. 
Singapore |. 19234 2242 
Australia 187.28 na. 
The Netherlands 171.33 EE i un 
Canada - 787 — 16830 
Cyprus 89.10 T SEO: 
Mauritius 76.48 . na. 
South Africa 73.59 595 
Sweden 65.25 na. 
Mexico 59.05 ГЭ?" 
Austria 56.44 na. 
Korea 55.01 na. 
Morocco 37.27 n.a. 
Bermuda 35.56 n.a. 


n,a.: Not applicable *Up to Sept. 2006 Source: CRISIL 


the deal size is rumoured to be 
in the range of $100-120 million 
(Rs 450-540 crore). America 
Pacific supplies bedding, bath and 
window products to many US 
brands, including Nautica, 
Dockers and Liz Claiborne. It also 
makes and markets home linen 
under its own brand. 

So, how much of an imperative 
is penetrating the Us—the final 
frontier in some ways—for Indian 
companies with MNC ambitions? 
Rama Bijapurkar, an independent 
market strategy expert, explains 
that America shouldn't be blindly 
pursued because it's potentially 
the most lucrative market. Rather, 
the importance of a country must 
be based on how feasible it is to 
build a decent sized, profitable, 
and competitive position. “So, if 
that is better done in Africa or 
Uzbekistan or UK, why not?" asks 
Bijapurkar. That may explain why 
some Indian companies have 
made big-ticket acquisitions in 
less likely regions—Suzlon in Bel- 
gium, Aban Loyd Chiles in Nor- 
way and Gail in Bermuda. ш 
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Most of the outbound M&A action in the past |8 months 
is concentrated in the pharma sector. sHALINI s DAGAR 


today's loser may not look like one a few years 

down the line. Those are conclusions you're 
likely to reach after talking to the head honchos of 
India’s rapidly globalising pharmaceutical majors. “It is 
not a much publicised fact, but we were not the high- 
est bidders for betapharm,” says G.V. Prasad, Vice 
Chairman & CEO, Dr Reddy’s Laboratories (DRL). 
One of his Indian competitors was the top bidder, he 
adds. Earlier in the year, DRL acquired betapharm, 
the fourth-largest pharmaceuticals company in 
Germany for $777 million. So, did the highest offer 
come from Ranbaxy, unarguably the most aggressive 
acquirer in Indian pharma? Unlikely, as Malvinder 
Mohan Singh, CEO & мр, Ranbaxy Labs, quips: 
“Sometimes walking away is also winning.” 

The stakes in the Indian pharma sector have never 
been higher. To be sure, overseas 
acquisitions aren’t a novelty for the 
domestic drug industry. It’s puny 
size ($6.5 billion) when compared 
to the global market opportunity of 
$500 billion has for long ensured 
that Indian pharma companies kept 
their eyes trained on overseas mar- 
kets. What's changed of late, how- 
ever, are the ambitions, reflected 
in larger deal sizes, at higher valu- 
ations. Small wonder, pharma heads 
the list of sectors that made the most 
overseas investments in the past one 


Т: HIGHEST BIDDER DOESN'T ALWAYS WIN. AND 


INDIAN MEDICINE 
STEPS OUT 
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Indian drug companies have been 
acquiring foreign companies pri- 
marily to get immediate access to 
overseas generics markets. That 
makes more sense than starting 
afresh in those lands, which would 
involve getting regulatory approvals, 
and which don’t come easy. “The 
primary reason for all our earlier ac- 
quisitions was market access and it 
continues to remain so,” says Habil 
Khorakiwala, cmp, Wockhardt. His 
company has made four overseas 
acquisitions pumping in $300 mil- 
lion till date. “An acquisition adds 
firepower to growth. In betapharm, 
the asset we bought has the ability to 
gain around 10-15 per cent market 
share in the first wave on any prod- 
uct that is introduced into the 
German market,” adds pRU's Prasad. 
However, the rationale driving over- 
seas investments is changing. “It is as 
much about technology and the 
therapeutic areas one intends to be 
present in,” says Ranbaxy’s Singh. 
Keep a watch out for the next scene 
in the Indian Pharma takeover act. 
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BEEN THERE, BOUGHT THAT 
Going global is a logical step forward for Indian firms, but the road ahead won't Y 
be paved with roses, warns Ashwin Dani, Vice Chairman & MD, Asian Paints. y W 
NDIA INC SEEMS TO BE BUZZING WITH M&A ACTIVITIES preferences. The greatest challenge for Indian MNCs lies in 
Н these days. But what's heartening to learn (and а wel- the area of attracting and acquiring local talent for their over- 
come deviation) is that the flag bearers of this global seas ventures. Size is another critical factor. As Indian 
march today are not just the IT and pharma firms, but companies globalise, they have to acquire size and market 
companies across sectors, particularly manufacturing. shares to stay afloat. Critical size helps you spread your fixed 
With the economy growing at a healthy 8 per cent rate costs. At the same time, one must always be prepared for 
and companies making spectacular profits in the domestic making course correction on the way. We exited out of 
market, venturing on the global path has become the next log- our ventures in Mauritius and Malta because after operating 
ical step for most Indian firms. But to assume that the for a while, we found out that the growth of the paint mar- 
road ahead after acquiring foreign firms or setting up green- ket as well as the economy was stagnating. So, we took our A 
field ventures will be smoother, will be similar to presuming call and | feel companies should always be prepared to make 
that life's worries shall end after marriage. such decisions. The process of integration follows an acqui- 
As regards the Asian Paints global experience, our strat- sition; but what counts in today's age is the speed of inte- 
egy was clear—enter fast growing emerging markets grow- gration and how fast you are able to share organisational best 
ing at a rate of 8-10 per cent as opposed to developed mar- practices within different units. One of the areas, where we 
kets expanding at much smaller rates. have seen the benefits of integration has 
We identified acquisitions as the preferred been in the region of facilitating free flow 
mode of market entry, because it gave us of information across companies and 
a brand, distribution network, manufac- across functions; be it IT, supply chain or 
turing facility and people. Acquisitions technology. But along with technology 
also gave us size and in some cases—a and intellectual integration, emotional in- 
readymade platform to scale up. tegration is also critical, because in the 
From 1999 to 2003, we acquired end, you need to realise that while there 
quite a handful of global firms, right from are brands, there are also customers and 
Delmege Forsyth & Co. in Sri Lanka to there are employees. 
SCIB Chemicals in Egypt to Berger For our international operations, we ac- 
International in Singapore, an acquisition complished the process of clearing app- 
which gave us rights to the brand in over rehensions about acquisitions through 
70 countries. When we look back in ret- our various connect initiatives, where ^ 
rospect, we can say that the acquisitions communication played a key role, fol- і 
were the easy part. Getting a grip on the lowed by effective action. We are now 
myriad operations of these firms, some of which were implementing systems and processes to make these oper- 
spread across continents, was the tougher challenge. ations as efficient as any world class entity. We have im- 
One of our most essential learnings was realising the plemented ERP across our units to make the transaction 
importance of local knowledge. You cannot build your process more robust. We have flown in people on special 
brand from 30 feet above the ground. We might have been assignments, wherever any unit had any concern area; be it 
leaders of the Indian paint market, but when we went pertaining to supply chain, marketing or any other function. 
abroad we realised that it was a whole new ball game; the We have recently rolled out a mega operational efficiency 
market dynamics were all together different. We had to align initiative which focuses on issues like productivity, safety, 
our products and customer offerings to cater to each individual ^ environment, reducing factory level losses, planning and con- 
market. Speed is also critical element here; the sooner you trol systems. So, the message is clear—you should be con- 
understand your overseas customer, the faster you will —stantly adding value to your acquired operations. 
succeed in these markets. The international fraternity is slowly realising that Indian 
Along with local understanding, comes the core issue of firms are credit-worthy and can successfully manage global 
localisation of talent and the need to develop a strong local assets. The more we start improving the prospects of acquired 
cadre. A local workforce brings with it a better understand- global firms through performance, the sooner India Inc. 
ing of the market, operating environment and consumer will emerge as a global force to reckon with. IM 4 
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» It has not been smooth sailing 
for the cola giant so far. Stagnant 
volumes and squeezed margins 
have been compounded by 
the pesticide controversy. 
But things are looking up 
after a long time. 


ARCHNA SHUKLA 
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OHN USTAS, CEO OF HINDUSTAN COCA-COLA 

Beverages, the bottling arm of cola major Coca- 

Cola India, has doubled his sales force from 

1,000 a year ago to 2,000 now. This, he says, is 

in anticipation of the fast growth he foresees in the 
coming year. His counterpart in the concentrates busi- 
ness, Atul Singh, CEO of Coca-Cola India, claims that 
growth is already back in the business—Coke’s volumes 
grew 4 per cent in India during the quarter ended 
September 30, 2006, ending a six-quarter declining 
streak, according to the Securities & Exchange 
Commission filing by the parent company—and asserts 
that “colas are the way forward for the company”. Adds 
Ustas: “Our bottling operations have turned cash-pos- 
itive after a long time.” 

Sure, the second round of the pesticides contro- 
versy in August revived fading public interest in the al- 
leged harmful ingredients in carbonated soft drinks 
(csp) but this doesn’t rattle Singh and Ustas any more. 
Singh, in fact, sees huge growth opportunities in the 
cola segment. “We strongly feel that there is genuine 
demand for safe, rehydrating, refreshing and afford- 
able drinks like colas in India,” he says, adding that his 
confidence is based on the general economic and 
demographic scenario in the country that favours a 
sentiment for “indulgences”. 

The numbers favour his argument—the penetra- 
tion of CSD in India is only around 8-10 per cent com- 
pared to almost 100 per cent in the Us and 70-80 per 
cent in Europe. *Even Pakistan has a per capita con- 
sumption of 24 bottles a year compared to 9-10 here," 
he adds. But under-penetration can only be a pointer to 
potential. And, the same argument had been put forth 
about rural India, but that proved to be a chimera. 
*The magnificent growth in volumes in the initial 


Sizzling, Fizzling 
Carbonated drinks market at a glance 
Major Brands 





г Total size 
` in value* 















Colas 2,700 Coca-Cola, Pepsi, 
Thums Up 

Clear Lime 1,200 Sprite, 7 Up 

Cloudy Lemon 800 Limca, 7 Up Nimbu 

Mango 600 Maaza, Slice 

Orange 700 Fanta, Mirinda 

* All figures in Rs crore 


- Leaders & Followers 





Source: Various audit agencies, independent consultants, bottlers and companies 





Cola factor: One-size-fits-all strategy does not work 


months of the Rs 5 strategy proves that there is unfulfilled 
demand in the rural markets. We withdrew because 
we introduced that price point for the entire market, 
which, obviously, was unsustainable," he says. For 
Coca-Cola, the biggest learning over the last year has 
been that the one-size-fits-all strategy does not work in 
India. *Each market will have to have a distinct product 
and pricing strategy. We call it brand, pack, price and 
channel strategy," says Singh. 


Greater reach equals higher sales? 

Ustas, meanwhile, is busy fixing the ground for him. 
"The biggest challenge in India is the lack of infra- 
structure—bad or no roads, irregular or 
no supply of electricity and the 
inability of retailers to invest in 
refrigerators, to name just three," he 





















Coke and Thums Up combined 
are ahead of Pepsi 


Both the brands are neck and neck 
Limca is a clear market leader 
Maaza is ahead of Slice 

Mirinda trails Fanta 
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John Ustas, CEO, Hindustan Coca-Cola Beverages 





So far, we have around 8,50,000 retailers which is quite significant even when 
compared to some of the top FMCG companies. My objective is to reach out to the 
entire 15 million FMCG retailer base in India as soon as possible 


says. The company is investing about $250 million 
(Rs 1,12Scrore) to firm up its distribution channel in 
these areas. “We have around 850,000 retailers (which 
compares well with even some top FMCG companies). 
My objective is to reach out to the entire 15 million 
FMCG retailer base in India as soon as possible,” he adds. 

But what about reports that consumers are increas- 
ingly turning away from carbonated drinks towards 
healthier options? The market for juices is growing 
faster than colas. According to estimates, the former has 
grown 20-22 per cent over the last two years, against 3- 
4 per cent this year for colas (and no growth last year). 
This is in line with global trends. PepsiCo clocked $32 
billion (Rs 1,44,000 crore) in global revenues last year 
against Coke’s $23 billion (Rs 1,03,500 crore) thanks to 
its fast-growing non-carbonated business. And there’s no 
reason why India should buck the global trend. Says 
Shruti Basavaraj, an analyst with The Motley Fool, an in- 
vestment and financial services company based in 
Virginia, Us, that closely tracks Coca-Cola and Pepsi: 
“Pepsi's guidance for 11 per cent growth is higher than 
Coca-Cola’s goal of 6 per cent. This can be explained 
from the fact that Coca-Cola gets around 80 per cent of 
its sales from its CSD portfolio whereas Pepsi gets around 
75 per cent of its revenues from snacks and non-car- 
bonated drinks, which is growing faster than the CSD seg- 
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The Juicy Bit 





On the fast track 

Total size 1,000 
Branded market 400-450. 
Dabur Foods (Real) 250-270 
PepsiCo (Slice) 80-90 

All figures in Rs crore 


Source: Various audit agencies, independent consultants, bottlers and companies 


` Water Of Life 








It's a soft launch 

Total size 1,000 
Branded market 600 
Parle (Bisleri) 240 
PepsiCo (Aquafina) 150 
Coca-Cola (Kinley) 90 

All figures in Rs crore 


Source: Various audit agencies, independent consultants, bottlers and companies Ss 


ment.” According to reports, Coca-Cola, is diversifying 
its portfolio in the us. Mary Minnick, Head, Marketing, 
Strategy and Innovation in Atlanta, has launched 1,000 
new variants of its various brands, including colas, energy 
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Churning At The Top 


OCA-COLA HAS HAD AN EXTREMELY 
nstable top management team 
since it set up shop in India in 
1993. In a span of 13 years, the 
company has seen half-a-dozen 
CEOs flit in and out—Jaydev Raja, 
Rick Nicholsan, Don Short, Alex 
Von Behr, Sanjeev Gupta and in- 
1 cumbent Atul Singh. Its rival Pepsi, 
Sanjeev Gupta on the other hand, has had only 
two chiefs, Suman Sinha and the 
man who succeeded him in 2001, Rajeev Bakshi. (Pepsi 
had entered India in 1988 with a 
three-way joint venture—the other 
partners were Punjab Agro 
Industrial Corporation and Voltas 
India—which was headed by 
Ramesh Vangal). It was announced 
at the time of going to press that 
Sanjeev Chadha would take over 
from Bakshi, who is being trans- 
ferred to Hong Kong. "It is this 
churn at the top management level Alex Von Behr 
that has really hurt Coca-Cola in 
) India," says a former Coca-Cola ex- 
ecutive. 

Interestingly, all this while its head 
office in Atlanta was also seeing a 
similar churn. Following the death of 
its legendary CEO Roberto C. Goizueta 
in 1997, the company has had three 
CEOs; Goizeuta had run the com- 
pany for 17 years. Singh admits that 
such churning can take a toll on the 
growth of and the sentiment within the company. ^We 
have realised that the Indian leadership team has to 
stay on longer to steer the company towards its long-term 
growth plans. | do plan to stay around till | put the 
company firmly back on the growth track," he says. 





Donald Short 


and sports drinks (Powerade, Aquarius, Samurai, TaB 
Energy, Full Throttle), water (Dasani, Siel, BonAqua) and 
juices (Cappy, Minute Maid) in the last one year. She is 
obviously banking on Coca-Cola's strong brand equity 
to pull it off. Says Tom Blackett, Deputy Chairman, 
Interbrand, a renowned global brand consultancy firm: 
“Coca-Cola has remained the world's top brand in our 
surveys year after year (Pepsi trails at #22).” According 
to Blackett, Coke's brand extensions in new categories 
can be just as successful as the mother brand. 





Expanding Portfolio 

Singh says the small size of the Indian market has 
stopped the company from introducing many new 
products. Still, he has soft-launched premium water 
brand Schweppes (a brand that Coke now sells in 
markets outside the Us), energy drink Powerade, fruit 
drink Cappy and some other premium products in 
some Indian markets. “The juice and health drinks mar- 
ket has yet to take off,” he argues. While the size of the 
cola market is estimated to be around 400-450 million 
cases; the juice market is less than a third of this. In 
value terms, the CSD market is worth Rs 5,500-6,000 
crore (Coke’s share is estimated to be Rs 3,000-3,400 
crore; Pepsi accounts for the rest); the branded juices 
market is valued at Rs 400-450 crore. 

Coca Cola India gets.over 85 per cent of its rev- 
enues from carbonated drinks; and the scene is not 
very different at Pepsi. Says PepsiCo's Executive 
Marketing Director, Punita Lal: *Carbonated drinks 
contribute 80 per cent to Pepsico India's total sales; 
juices, water and other non-carbonated drinks make 
up the rest." Pepsi's overall Indian revenue numbers 
seem less skewed because its snacks business, clubbed 
under Pepsi Foods, contributes another Rs 1,000 
crore. But Coca-Cola India has no plans of entering 
the snacks market. *We are a beverages company 
and will remain that way," says Singh. Though, he de- 
clines to divulge future plans, there are indications that 
Coca-Cola will soon launch Minute Maid juices and 
some other energy and sports drinks in India next 
year. It is also planning to add new variants to its tea 
and coffee portfolios. Clearly, Coca-Cola is diversi- 
fying its portfolio in India in its search for growth. 

But colas, which are facing massive consumer re- 
sistance all over the world—including in the us and 
Europe—will remain its bread, butter and (it is hoping) 
jam over the next five years, at least. And that’s some- 
thing quite reassuring for Singh because his CSD portfolio 
comes across as stronger than Pepsi’s. Brand Pepsi is big- 
ger than Coke in India, but Coke plus Thums Up are 
ahead of Pepsi. In the cloudy lemon segment, Pepsi has 
consistently failed to topple Coca-Cola’s well-en- 
trenched Limca. Similarly, in the mango and orange 
drinks categories, both Maaza and Fanta (owned by 
Coca-Cola) have larger market shares than Slice and 
Mirinda. PepsiCo, however, disputes these claims. 

But then, it is a reality that despite its spectacular 
march over Coke in the us in overall business, Pepsi has 
never been able to sell more cola than Coke in any of 
the markets it is present in. And if Atul Singh, a Coke 
veteran with over a decade’s experience in markets like 
the us, Europe and China, has decided to confine his 
battle mainly to carbonated drinks, it’s because he is 
backing himself to win it. 8 
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In November 2000, when it was carved out of Uttar 

Pradesh, Uttaranchal had no industry to talk of. But 

since > 2003, the new state has attracted more than 
in investment. AMAN MALIK 


" EW AND OLD ARGUE THE POINT, BUT THE went overnight from retirement town to capital city.” — 
new has already won. And the change is Irwin Allan Sealy on Dariya Dun (Read: Dehra Dun) 
unrelenting. Delhi asked for it; others in Red. 
wished for it; we bad it thrust upon us. Sunil Malhotra, a small time cloth merchant on £ 
When a new hill state was formed, we Dehra Dun’s busy Rajpur Road, does not quite share 
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THE BEELINE 


A variety of sectors, ranging from automotive to pharma to 
IT, are investing in Uttaranchal. 


Automotive 

INVESTMENT: Rs 7,600 crore 

MAJOR INVESTORS: Tata Motors (Rs 2,000 crore), Hero Honda 
(Rs 1,900 crore), Ashok Leyland (Rs 1,500 crore), M&M 

(Rs 1,500 crore), Bajaj Auto (Rs 700 crore). Besides, there 
are more than 500 vendors investing. 


Pharmaceuticals 

INVESTMENT: Rs 750 crore 

MAJOR INVESTORS: Ranbaxy, Natco, Pegasus, Chris Pharma, Intas 
Labs, Martin & Harris Lab. In all, 300-plus units are being set up. 


Processed Foods 


INVESTMENT: Rs 300 crore 
MAJOR INVESTORS: Parle, Britannia, Nestle, Dabur, Raja Buscuits. 
In all, some 100 food-based units are coming up. 


Footwear 
INVESTMENT: Rs 200 crore 
MAJOR INVESTORS: Action, Lakhani, and Liberty, among others. 


FMCG 


INVESTMENT: Rs 150 crore 
MAJOR INVESTORS: Hindustan Lever Ltd, CavinKare, Cosmos, 
Lotus, Herbal Concept. 


Information Technology 


INVESTMENT: Rs 150 crore 

MAJOR INVESTORS: HP (Hewlett-Packard) and HCL Infosystems. 
The latter is already up and running in Rudrapur, and when HP 
starts production in Pantnagar by March 2007, Uttaranchal will ac- 
count for more than 50 % of PC manufacturing capacity in India. 
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HLL plant at Haridwar: Fast moving with the HCL Infosystems at Rudrapur: The first big-ticket IT investment 
first mover advantage in Uttaranchal 
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Pankaj Gupta/ President, Indian Industries Association 


"Today, the who's who of Indian industry is vying 
to get a toehold in Uttaranchal" 


Sealy's cynicism. *The last three years have been fan- 
tastic," he says, “my business has grown in leaps.” 
Malhotra is not alone. Talk to traders and businessmen, 
both big and small, and they'll tell you how, since the 
formation of Uttaranchal state six years ago (it was 
carved out of its larger cousin, Uttar Pradesh), their for- 
tunes have turned around for the better. Says Pankaj 
Gupta, President (Uttaranchal Chapter), Indian 
Industries Association: “In November 2000, when 
the state was formed, there was virtually no industrial 
activity. Today, the who’s who of Indian industry is vy- 
ing to get a toehold here.” 

Drive about 20 or so kilometres outside the city 
centre and the reasons for Gupta’s enthusiasm become 
apparent. Coming up on a plot of 65 acres is an 
information technology park and a little distance 
away, 50 acres have been earmarked for a ‘Pharma 
City’. These are just two of the more than two-dozen 
private and government-supported industrial estates 
coming up in the state. Indeed, the numbers look 
impressive. Three of the biggest such industrial estates, 
all promoted by the State Industrial Development 


Fuller Coffers 


The state’s tax collections are surging. 


1005.28 





Collections figures in Rs crore 
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THE SOP STORY 


The young state is wooing industry with generous sops. 


© Zero excise duty for the first 10 years 

© Zero income tax for the first five years, and 30 per cent 
rate thereafter 

€ Subsidy on capital investment of 15 per cent, with 
a cap of Rs 30 lakh 

€ Concession central sales tax at 1 per cent 
(versus 4 per cent) for the first five years 

€ Exemption from entry tax on plant & machinery 

€ Stamp duty concession on Specialised Commodity Parks 

€ Free IT bandwidth (2 mbps) for one year for 
IT/ITES/BPO companies 


GOOD GRADES 


Uttaranchal's short report card looks impressive. 





€ More than 8,000 acres of industrial estates have been 
developed in two years compared to 2,246 acres in 
the previous 50 years. 

€ Growth rate of industries has increased to 18.8 per cent 
versus 1.9 per cent in the period 1993-2000. 

€ The share of manufacturing in the SDP has risen to 27 
per cent (2004-05) from 17 per cent (1998-99). 

€ More than 2,400 industrial units are being set up, 
at an investment of about Rs 20,000 crore. 

€ Potential direct employment generation of 150,000 
people and indirect employment of over 450,000 people. 


Source: Uttaranchal government 


Corporation of Uttaranchal Limited (siDCUL), are com- 
ing up in Haridwar, Pantnagar and Sitarganj with 
close to 6,500 acres of land marked for development. 
The total land area under development is to the tune 
of 8,000 acres. (See Building Industrial Estates). 
Uttaranchal has, since 2003, attracted more than 
Rs 20,000 crore in investment (and this does not 


Building Industrial Estates 


Across the state, integrated industrial parks are coming up. 


Dehra Dun Other locations- 23 Private/ Joint-Sector Industrial 
65 acres, IT parks Estates of approximately 1,000 acres 





Selaqui == 
50 acres, Pharma City 






Sitarganj 
1,096 acres 


Haridwar 


Pantnagar 
2,039 acres 3,339 acres 
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include projects that are still at the proposal stage), 
with more than 2,400 units (large scale as well as 
in the SME sector) either already functional or in the 
process of setting up shop. The state’s revenue 
nearly doubled from Rs 553 crore in 2002-03 
to Rs 1,005 crore last fiscal. In fact, Uttaranchal, 
which has always had a surplus economy, has 
seen an upswing of 39 per cent in the revenue col- 
lected in the first six months as compared to the 
same period last fiscal. “At a conservative estimate, 
this process will create some 150,000 direct jobs,” 
informs S.S. Sandhu, Managing Director of SIDCUL 
and Tourism Secretary, “and at least 450,000- 
500,000 indirect jobs.” 

“All the big names are here,” informs Sanjeev 
Chopra, Secretary, Industrial Development and rr, 
the man largely held responsible for ushering in all 
the big-ticket investment into the resource-rich 
state. Talking of big names, auto majors such as 
Mahindra & Mahindra and Bajaj Auto have al- 
ready started production whereas others like Tata 
Motors, Hero Honda and Ashok Leyland, are in 
various stages of setting up their units. Further, 
FMCG companies like HLL, Nestle, Britannia, ITC 
and Parle and rr firms such as HCL and HP have ei- 
ther commenced operations or will do so within 
the next one year. Other investors to the state in- 
clude Voltas, Asahi Glass, Greenply, Gujarat 
Ambuja, Shirdi Industries, Havell’s Control 
Switchgear, and Alps Industries. 


Sops do the trick 
So, what is it that has changed in a state that was, till 
not so long ago, known for little else than its pristine 
hill stations and places of religion (it is euphemistically 
called “the abode of the Gods”). “It’s largely thanks 
to the central government that accorded Uttaranchal 
a special category status and extended a conces- 
sional industrial package to us,” informs Chief 
Minister N.D. Tiwari, as he takes you through how 
it all began. In January 2003, the then Vajpayee-led 
NDA regime at the centre extended a comprehensive 
concessional package to Uttaranchal that helped the 
state develop an integrated industrial package that in- 
cluded, among other things, lucrative tax holidays 
such as 100 per cent excise duty and income tax ex- 
emptions, subsidies on capital investment and CST and 
stamp duty concessions. (see The Sop Story). 
“States like Himachal Pradesh (HP) were offering 
similar packages but there was adhocism when it 
came to how and where units were being set up,” 
points out a top government official, who made dis- 
creet visits to Baddi in HP to study the process of 
industrialisation there, “we decided to be differ- 
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INTERVIEW/ N.D. TIWARI 
CHIEF MINISTER, UTTARANCHAL 


“Fears of flight of capital 
are unfounded” 


ttaranchal Chief Minister N.D. Tiwari spoke to 
BT’s Aman Malik on his state's efforts to 
industrialise. Excerpts: 
What would you say is Uttaranchal’s USP? 
We differ from most other states in our topography. 
More than half our land is mountainous. So heavy industry 
can only come up in the plains, whereas for the moun- 
tainous regions, we have an opportunity to develop agri- 
culture-intensive industries. We also have good manpower 
resources. 


How would you ensure that there is no flight of capital once 
the tax holiday period comes to an end? 

Fears of flight of capital are unfounded. Please understand 
that we are a special category state and all the sops 
that are being extended are all thanks to the Centre. So our 
policy is very much in line with that of the Centre, which 
understands our specific needs and concerns very well. 


How would your state meet the skill gap considering you have 
virtually no trained labour to run the new units? 

The apprentice programme that we have launched in 
partnership with private industry where an unskilled 
worker is first made semi-skilled and then fully 
skilled in one particular technical aspect, will address 
this issue. We also plan to upgrade the GB Pant 
University of Agriculture and Technology at Pantnagar 
to a high-tech university to meet the technical needs 
of the agricultural sector. 







How has rampant industrialisation 
affected the more traditional busi- 
nesses in Utaranchal? 
Industrialisation has impacted 
Uttaranchal in much the same 
manner as it did Switzerland, an- 
other hill economy, where people 
traditionally lived off dairy and 
farm products. Today, 

it is one of the most di- ' 
versified economies 

globally. Our state 
has similar condi- 
tions, so why 
should the im- 
pact be any 
different? 
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PULLING UP SOCKS 


Over the last 20 months, Uttaranchal has made 
some investments in roads and power. 


@ ROADS (of 75 metre, 60m, 45m 30m & 24m width) 


Total road length 110 Km 

Total lane length 410 Km 

Drain length 190 Km 

Waste water collection system 85 Km 
@ WATER SUPPLY 

Tube wells 8 

Underground storage tank 2 

Overhead tank 5 

Length of distribution line 90 Km 
€ POWER | 

Substations 2 of 220 kV & 14 of 33 kV 


Transmission lines 200 km 





On the move: ABB's Haridwar unit is part of its $100 
million investment plan in India 


ent and went about setting up well designated industrial 
estates.” Chopra admits that it was hard to lure investors 
to begin with. “But once we had sold four-five plots, we 
were inundated with requests.” siDCUL officials point out 
that they now receive 4-5 requests a week to set up 
units. “We have to refuse requests now, as we are 
hard pressed for space,” laments Sandhu. 

But that’s not all. All the stakeholders—politi- 
cians, bureaucrats, investors, local traders and even the 
public—who this correspondent spoke to, vouch for 
the efficiency of the state administration; this, despite 
being understaffed by as much as 65 per cent in 
some key departments, Says Pawan Munjal, Managing 
Director, Hero Honda, one of the largest investors in 
the state: “We received all possible support from 
the government, it was a cakewalk.” Agrees George 
Paul, Senior Vice President, HCL Infosystems, which 
has come up with a facility at Rudrapur; “The ad- 
ministration is very proactive. SIDCUL was a one-stop 
shop that helped us in every situation.” The dominant 
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opinion, as this writer discovered, was that the in- 
vestors in the state “felt that the government was 
accessible”. Says the unit head of one of the auto 
majors that has set up operations in Haridwar: “I have 
worked in various states and dealt with governments 
there, but no other government has been as forth- 
coming as this one.” 


Problems to overcome 

Having said that, there are problems. Many of them are 
historical and natural, while some others are of recent 
vintage. For one, infrastructure has always been a ma- 
jor constraint. “Even when the industrial policy for up 
was devised in the 1980s, the districts that now make 
up Uttaranchal were given little importance,” says a lo- 
cal industrialist. It’s only now that infrastructure has 
been accorded priority. For instance, the planned out- 
lay for infrastructure this fiscal is Rs 4,000 crore com- 
pared to Rs 2,700 crore last year (approximate figures). 
Officials say that while the state government has been 
rooting for infrastructural development on its part 
with some success, its hands are tied when it comes to 
upgradation of roads and airports. Recently, though, 





Building hopes: Large-scale construction is visible 
everywhere in the state 


Prime Minister Manmohan Singh did announce that the 
Delhi-Dehra Dun highway would be six-laned and 
the city airport modernised. “But these are managed by 
central agencies such as the NHAI (National Highway 
Authority of India) and the AAI (Airports Authority 
of India) and there is only so much that we can do," 
says a high ranking government official. 

There is a virtual absence of basic infrastructural fa- 
cilities such as housing, schools and hospitals, much to 
the inconvenience of those moving to Uttaranchal 
from other states. “We have to work hard to con- 
vince people to move here,” admits the HR manager of 
an MNC on the condition of anonymity. Not surpris- 
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ingly, the facilities that are available go for a pre- 
mium. Real estate prices and house rents in towns 
like Dehra Dun and Haridwar have zoomed. “A house 
today would come for 10 to 15 times of what it would 
have cost you three years ago,” says Gupta. “Many peo- 
ple now have an alternate profession—they have be- 
come real estate agents.” 

Then, there is the issue of unequal development. 
Uttaranchal has 13 districts, out of which only three— 
Dehra Dun, Haridwar and Udham Singh Nagar—are 
in the plains; the rest are all hills, mostly forested. 
These hilly regions, which make up 65 per cent of the 
state’s land area and are home to more than half the 
state’s population, have not seen any industries coming 
their way. “There is a lot of resentment in such parts, 
which have no infrastructure or employment oppor- 
tunities worth the name,” says a Dehra Dun-based 
businessman, “and this has made the government un- 
popular in those parts.” Says Chopra: “Sure there is un- 
equal development, but then you must also look at the 
counterfactuals. Should it mean we ignore those parts 
that can be developed?” The only viable industries, say 
officials, for such areas can be tourism or IT, but little has 
yet been done in this regard. 


Short on manpower 

Added to this is the fact that the state faces a massive 
shortage of trained manpower, at least in the fore- 
seeable future. Sectors such as auto and IT require 
trained manpower; the state has 121 mis in all, most of 
which, officials admit, have outdated curricula. The in- 
dustrial policy stipulates that companies meet at least 70 
per cent of all manpower needs from within the state 
itself. So, the government now wants investors to 
adopt rris and devise curriculum suited to their needs. 
“Moreover, we have an apprenticeship programme,” in- 
forms Sandhu, “where the government is chipping in 





Sanjeev Chopra/ Industry Secretary 
“Sure there is unequal development, but that 
should not mean equal underdevelopment” 





Pawan Munjal/ Hero Honda 


“We received all possible support from the 
government, it was a cakewalk” 


with funds and the programme would be managed 
by the companies themselves.” 

For now, however, the shortage has ensured that 
some companies have had to dole out generous hikes in 
the range of 25-30 per cent within six months of com- 
mencing operations. “People are being poached on a 
very large scale,” laments the factory manager of one of 
the largest units in Haridwar’s industrial estate. Local 
traders also say that local businesses that have skilled 
manpower are on the verge of shutting shop, as virtually 
all their manpower has been poached by the newly 
arrived bigger players. The good part, however, say man- 
agers of units, is that workers haven't yet unionised. 
“Labour unions do not yet find this area lucrative 
enough,” the HR manager of an FMCG major points 
out, “labour relations have thus far been very cordial.” 

The most alarming problem that industry here faces 
is the lack of a long-term industrial policy. When asked 
how they planned to restrict the flight of capital once the 
10-year tax holiday got over, some officials privately 
admitted that there was no long-term framework in 
place. “We are, however, confident that since names as big 
as HLL, the Tatas and the Mahindras have invested big 
money, they are in it for the long haul,” says a top rank- 
ing official. “Having said that,” he adds, “some small play- 
ers might leave if no long-term policy is put in place.” 

But again, those in the know of things point out that 
Tiwari, who faces elections early next year and is on a 
sticky wicket, will ensure that this process, so long as he 
can influence it, is not affected. “Even if he loses the 
next election, he might still have a shot at the 
Rashtrapati Bhawan,” a highly informed source points 
out, “so he would make all the right moves.” Common 
sense says, so will the next Chief Minister (assuming 
that’s not Tiwari). After all, it’s no fun being the chief 
minister of a two-bit state. Ш 
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In less than a decade, - Bikhc has turned a 
garage start-up into India's only listed internet company worth е. 
1,000 crore on the stock markets. Where does he go from here? 


KUSHAN MITRA 
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Looking for a job, house or a partner? Bikhchandani has it all covered via 




















T’S A RECENT WINTRY MORNING, AND SANJEEV 

Bikhchandani is sitting in a shoebox cabin at his 

corporate headquarters in Noida, near Delhi. “ 

never knew going public would require so 

many of my signatures,” he grumbles, trying to 
clear a small pile of papers on his table. It has been just 
six days since his internet company InfoEdge began of- 
fering shares in itself to public, and much to the 43- 
year-old entrepreneur's delight, the тро has been over- 
subscribed 55 times. There are reasons why Bikh- 
chandani should feel proud about it. For one, it’s the 
first internet stock to list in India and the first since Sify 
and Rediff listed on the NASDAQ during the dotcom 
boom days of 1999-2000. For another, InfoEdge, 
which owns the country’s #1 job portal, Naukri.com, 
stands to unlock about Rs 1,000 crore in shareholder 
value. Not bad for a portal that was born in a garage 
less than 10 years ago. 

The listing (slated for between November 21-24, 
well after BT went to press) will also turn the young en- 
trepreneur into a millionaire—his 43 per cent holding 
in InfoEdge puts his net worth upwards of Rs 370 
crore (assuming the stock lists at the issue price of Rs 
320)—and get him shoulder-rubbing with the other 
dotcom millionaires, Sify's Raju Vegesna and Rediff's 
Ajit Balakrishnan. Bikhchandani, who only recently dis- 
posed his 10-year-old Opel Astra (and bought a Honda 
Accord) after being left high and dry on a family 
vacation, takes pains to clarify that his worth is all *no- 
tional", but he's fooling no one. 

What' s got investors so excited about InfoEdge? 
One is the fact that it's the only dotcom to list in 
India and, hence, serves as a proxy for the new. econ- 
omy opportunity. Two, InfoEdge itself has been grow- 
ing rapidly. Four years ago, it had revenues of Rs 


The InfoEdge Empire 
It runs three portals and an offline executive 
search firm. But Naukri is the jewel in the crown. 

































The Net Effect 


Being an internet company 
has enabled InfoEdge to 





scale up quickly. 
1947 
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3.78 crore and a loss of Rs 3.26 crore. Last financial 
year (ended March 31, 2006), it had revenues of Rs 84 
crore and a net profit of Rs 10 crore. In the first quar- 
ter of this year, it upped revenues to Rs 29.23 crore and 
net profits to Rs 5.89 crore. If the company continues 
to double its revenues and profits every year for the next 
two, the stock will trade at approximately 30 times its 
2006-07 earnings and 20 times 2007-08 earnings. A 
pre-IPO report from brokerage firm Anagram says, 
"Looking at the prospects of the business and the 
track record of the company, we expect it to maintain 
the same growth trajectory going forward." 

While InfoEdge has two other portals, Jeevan- 
sathi.com and 99acres.com, and an offline executive 
search division (see The 
InfoEdge Empire), it's 
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How the InfoEdge Portals Stack Up 


Naukri is clearly the flagship for the company. 


NAUKRI MONSTER 

Cnaukricont Qo monster’ 

Traffic Share *% 548 271 
No. of resumes (million) 6 —— 53 
Revenues (Rs cr) _ 80** NAL 
Monthly unique visitors* 3 25 


Al! three sites advertise aggressively on TV, but Naukri has arguably the most memorable 
campaign (Hari Sadu). in the last few months, some new competitors have entered the 
fray, including TV18 (jobstreet.com) and NDTV (ndtvjobs.com) 


**92.7% of InfoEdge's revenues 
*Source: Comscore, July 2 


^Monster figures inclusive of JobsAhead 


Monthly unique visitors in million 
N.A.: Not available 


came from placement services 


SHAADI BHARATMATRIMONY ЈЕЕМАМЅАТНІ 


522 86 _ 


Traffic бһаге*% 5 
No. of profiles** 5 7 
Monthly unique visitors* 1.1 


*Claimed by sites in advertising; Profile & visitor figures in million 
“Source: Comscore 
The Comscore report does not take into account the large 
NRI population that accesses these sites from international 
locations, where Bharatmatrimony is strong. Both Shaadi 
and Bharatmatrimony have higher mind recall than 
Jeevansathi, according to JuxtConsult. 
99 acres: The online realty space is embryonic and even 
though a slew of sites, including Indiaproperties.com and 


others, has come up in the past year, there are no reliable data points in this space as yet 


Naukri.com that makes it so valuable. Currently, the 
size of the online recruitment industry is estimated at 
Rs 135 crore and is said to be growing at 35 per 
cent year-on-year. Bikhchandani believes that a grow- 
ing economy, especially the services sector within it, 
will create opportunities for thousands of new jobs, and 
recruiters will move the process of recruitment online 
for reasons ranging from convenience to costs to bet- 
ter targeting of potential employees. For instance, 
just the rr/rres industry, he says citing NASSCOM num- 
bers, will grow to $60 billion (Rs 2,70,000 crore) in ex- 
ports by 2010. That will mean recruitment of software 
engineers and call centre agents by the thousands. 
Already, attrition rates in this industry range between 
25 and 40 per cent a year, meaning that companies are 
constantly recruiting. For Naukri, that represents a 
huge growth opportunity. Says Bikhchandani: “You 
could say that we have benefited from the huge de- 
mand for talent in this economy.” 
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When people get jobs, they like 
to get married and buy a house 
too. That's roughly the reasoning 
behind InfoEdge's forays into two 
_other dotcom segments: matrimo- 
nials and real estate. Indians spend 
an estimated Rs 50,000 crore an- 
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.28 103. nually on weddings and wedding- 
na” _ МА. related stuff, and online match- 
N. A _ N. А, ' making hopes to get a slice of what 
E 0.9 -has traditionally been an involved 


offline process (that is, the search 
for a life partner). Similarly, the 
overall real estate market is cur- 
rently worth a staggering (and fast- 
growing) Rs 2 lakh crore, and 
InfoEdge is looking at a very small 
part of it—property hunting. “The 
company is diversifying its portfo- 
. lio, and has huge potential to ride 
39.2 vis Р 
AAA —— along with the booming Indian 
06 ^. economy,” says the Anagram re- 
08 __ eu eor 


| ` How It All Began 
Until. 1990, 
-Bikhchandani was 
a. Marketing 
| Manager at 
s Hindustan Milk 
Marketing (now GSK 
Consumer). Then, one day, 
he decided to turn an entre- 
preneur. He launched InfoEdge 
out of his father's garage in Delhi's 
Swasth Vihar, with the original idea of doing salary sur- 
veys. In his two years at HMM, Bikhchandani had 
often noticed that his colleagues would always start 
with the back pages whenever they read a business pub- 
lication. As he discovered, the back pages carried all the 
appointment advertisements. Then, in 1991, the 
Department of Telecom (DoT) came out with a pro- 
posal to launch a videotext service that people could 
subscribe to, and asked private developers to come up 
with proposals. Bikhchandani prepared a presentation 
on the potential for job searches through such a serv- 
ice. However, as with many things those days, the boT 
proposal never saw the light of day. 

His business pottered along for a few years, earning 
decent money, but nothing substantial. However, a 
downturn in 1996 made Bikhchandani take up a job 
with The Pioneer, a job that he says was to hold him in 
good stead in the years to come. But it was a chance visit 
to IT Asia at Pragati Maidan in Delhi in late 1996 that 
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Oberoi/ COO/ InfoEdge 


" Jeevansathi isn't very strong in the NRI 
segment, but it has its strengths elsewhere 
and we will work towards improving those" 


was to change his life—this is where he first heard the 
word ‘internet’ and a few days later realised that the pro- 
posal he had made to the por could easily be resurrected 
on this medium. In March 1997, still operating out of 
his father's garage and with his brother paying for 
server space in the us, Bikchandani's text-only 
Naukri.com went live. India had a total of 14,000 in- 
ternet connections those days, and most of those 

were text-only connections. Yet, at the end of 
a year of operations, Naukri had made Rs 
2.35 lakh and by the close of 1998-99, it 
made Rs 18 lakh. Bikhchandani and his col- 


Bikhchandani 
vs The Other 
Dotcom 
Millionaires 


Sanjeev Bikhchandani 


COMPANY InfoEdge 








MARKET CAP Rs 873 crore* 
PERSONAL STAKE (%) 43.23 
PERSONAL NET WORTH Rs 377 crore* 


*IPO valuation "Assuming the InfoEdge stock lists at Rs 320 
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laborators knew they were onto something. 

But late in 1999, Bikhchandani started facing new 
challenges. The internet was on everybody's lips and 
other companies had begun to enter the sphere of on- 
line job listings. Realising that Naukri was competing 
with rivals with far greater financial muscle, Bikh- 
chandani, who had initially never wanted funding, de- 
cided that some money would be essential to survive. 
Despite several funding offers, he settled on ICICI Ecotec 
(now merged with ICICI Venture), which valued the 
firm at Rs 45 crore and took a 15 per cent stake for Rs 
7.3 crore. The funding deal was closed in April 2000, 
days after InfoEdge had declared revenues of Rs 36 lakh 
for the year 1999-2000. A few months later, the dotcom 
bust would hit the world. 


Surviving the Bust 
In late 1999, Bikhchandani made two decisions that 
would change InfoEdge forever. The first was to accept 
funding, and the second was to hire Hitesh Oberoi, an 
IIM-Bangalore and irr-Delhi grad, who was then head- 
ing the regional ice-cream business of Hindustan Lever 
and had come to Bikhchandani for career advice on 
whether to join a dotcom from whom he had an offer. 
Before Oberoi knew, he was heading InfoEdge's mar- 
keting operations and one of the first things he did was 
to adopt an offline business model by recruiting sales 
people to actually go to companies and make sales. 
Much to everybody's surprise, it soon became ap- 
parent that the sales people were *breaking even' 
within three months of being hired. The company 
rapidly expanded its sales team and, crucially, its sales 
reach, with offices being set up in Mumbai and 
Bangalore, just as the IT services boom was about to hit 
the Indian economy. 
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Rs 2,052 crore Rs 2,092 crore 
40 27 
Rs 821 crore Rs 565 crore 


Source: Companies & SEC filings 
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No doubt, Naukri is the current market leader. 
But all of its old and new competitors are 
ays: ‚ 
_ pues larger as business groups 
А Oberoi also played an important role in almost Oberoi to convince Bikhchandani to spend money оп 
hg forcing Bikhchandani to change the ‘look and feel’ | something more substantial on the advertising front 
А of the site. “I was rooted in Web 0.0, believing in (the company spends a fifth of its revenue on mar- 
К. pure text," Bikhchandani jokes. He also agreed to keting). After a misadventure with a local firm, Naukri 
E spend money on over-the-line marketing. In 2000, appointed ЕСВ Ulka as their agency, and a series of 
Él Naukri became one of the first firms to use the memorable adverts were made, culminating in the 
scrolling advertisement on TV. With rv channels not extremely popular ‘Hari Sadu’ commercial. 
| realising the potential for this form of advertis- It was around this time, Bikhchandani decided 
ing, Oberoi sealed amazing deals. “We got 8,000 that the time was right to go public. *China's largest 
K seconds of Tv time during the Olympics in 2000,” online search, 5 1job, had recently gone public (on NAs- Р, 
he says, “for Rs 3.5 lakh. That is a steal any which DAQ) at incredible valuations and investment bankers ; 
f way you look at it.” Hits shot up, as did resume sub- were trying to convince me to do the same,” says 
1 missions past the 1,000-mark a day. Despite better- the man. “Even though ICICI Venture had never put any 
ү funded (and Bikhchandani notes, better-engineered) pressure on me to go public, І had wanted to ever since 
| competition, Naukri retained the I had taken funding. But after vis- 
k top spot—even though there is no THE BIKHCHANDANI _ iting Hong Kong and Singapore, I 
| accurate way of measuring page ESSENTIALS decided that I didn’t want to list 
hits (Bikhchandani says he gave abroad.” So, that’s how InfoEdge 
up on that a while ago). Naukri’s Age: 43 ended up offering its shares in India. 
brand positioning created all those LE E oe 
years ago has stood it in good Education: BA Economics, The Road Ahead 
| stead, with more than 10,000 re- St Stephen's College, 1984; PGDM, But being a publicly-held company 
sumes added daily now. IIM Ahmedabad, 1989 is, as any CEO who heads one will 
| But Bikhchandani attributes an- P І — —  — tell you, a double-edge sword. 
} other factor to why InfoEdge sur- Work Experience : Account While it does create wealth, it also 
| vived the bust. During his time in Executive, Lintas (1984-1987); put enormous pressure on the com- 
| The Pioneer, ће newspaper experi- Brand Manager, HMM (1989- pany to deliver ever-larger profits. 
enced some extremely difficult times 1990); Business Development No doubt, Naukri is the current 
financially, and he played an instru- Manager, The Pioneer* (1996-2000) ^ marker leader with a traffic share of P4 
mental role in resolving some of : А : ; 55 per cent for July 2006, accordin 
these problems. So, when the dotcom Ааа Married: HI Sie кун to Comscore, a website traffic э 
bust happened, Bikhchandani knew Management Philosophy: Run X itoring firm. But all of its old and 
that the only way forward Was tO an open organisation, and delegate HEW competitors are larger as busi- 
ү batten down the hatches and live responsibility ness groups. Monster.com, #2 in 
| off a bootstrap budget, because, “I India, is a billion-dollar jobs portal 
knew I wasn't going to get a second — “This was in addition to running InfoEdge based in the us; TimesJobs is part of 
Я round of funding”. media giant Bennett Coleman & 
In the business plan that Bikhch- Co, publishers of The Times of India 
andani had presented icici, InfoEdge and The Economic Times; JobStreet, 
( was expected to have revenues of Rs which has partnered with Tv18, has 
12 crore by 2005-06. It zoomed a strong presence in Asia, with rev- 
past that number in 2003-04, post- enues of 55 million Malaysian ring- 
ing revenues of Rs 19 crore and the gits (or Rs 67 crore). “The job mar- 
company declared its first profit of ket in India is booming, and we 
Rs 76 lakh. This enabled InfoEdge to would be stupid to believe that 
buy back a majority share in Jeevan- there will not be competition,” 
sathi.com, a site the company had Bikhchandani admits. * 
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spun off in 2000. It also allowed 
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With more Indians going online 


and thus shifting away from traditional classifieds in the 
newspapers (reports suggest that online sites already 
dominate job listings), Bikchandani believes there is 
enough room for four-five players. “We will continue 
to offer unique services to our customers,” he says. As 
an example, Bikhchandani talks about how Naukri 
has recently started to offer SMS job alerts, “The idea was 
born out of customer need for a client in Pune and we 
offered it.” Naukri was also the first (and to date only) 
online job portal in India to offer really simple syndi- 
cation (RSS) feeds of relevant jobs. “We will adapt Web 
2.0 technologies if we feel they can improve the user ex- 
perience,” Bikhchandani says. 

Meanwhile, Jeevansathi and 99acres are only be- 
ginning to make money for the company. In the last 
three financials years, they have provided an aggre- 
gate of only 6 per cent of the company’s revenues. Is 
InfoEdge, therefore, a one-hit wonder? It is not as if 
InfoEdge hasn’t shut businesses before—it started two 
sites, Indiaventure2000 and Roltanet, soon after it 
received funding from ICICI, but quietly shut them 
down. “Jeevansathi.com is number three in its seg- 
ment, it isn't very strong in the NRI segment or South 
India, but it has its strengths elsewhere and we will 
work towards improving those," says Oberoi. On 
99acres, Bikhchandani says that online realty 
searches are still a novelty in India, “but we 
believe it is a segment that is waiting to boom, be- 
cause people want targeted and relevant 
searches." He also believes that brokers and 
developers will soon realise that online is a far 
better way of getting their message across than 
through traditional classifieds. 

Saurabh Srivastava, an IT-entrepreneur- 
turned-angel investor and now a member of the 
InfoEdge board, believes that Bikhchandani's 
success is well earned. “Sanjeev has been a very 
diligent and dedicated entrepreneur, but yes, | 
would say he has also been fortunate with the 
people he has hired and the management team 
that he has built around at InfoEdge," says 
Srivastava. Perhaps, it is to Bikhchandani's 
credit that he has been able to hold onto most 
of his key executives. He hasn't just allowed 
them to grow and take on greater responsibility, 
but also shared company stock. Oberoi, for 
instance, owns 7.6 per cent of InfoEdge. 

As Srivastava points out, the space around 
InfoEdge is growing at a fantastic pace, and 
the company is not a start-up anymore. 
Bikhchandani will have to expand his man- 
agement team and take on greater risks. And 
whether he likes it or not, Bikhchandani's 
success henceforth will be measured not by the 








Saurabh Srivastava/ Angel investor 


"Sanjeev is diligent. He has also been 
fortunate with the people he has hired and 
the management team that he has built" 


number of resumes in Naukri's database or hits 
per day, but the price of InfoEdge's stock. That's just the 
way it is. One thing is for sure, though. India's newest dot- 
com millionaire is in for some exciting times ahead. 8 


In the field of 
Power Sector, 
Information Technology 
& Environment 


POWERGRID, one of the world's largest transmission utility and the Central 
Transmission Utility in the country has over the years become a true patron of 
Talent and Excellence 
To recognize the individuals for their outstanding contributions and to promote 
creativity and achievement in the field of 
Power Sector, Information Technology and Environment, 
POWERGRID has instituted Award of 
Excellence in these three fields 
The award shall carry a cash prize of Rs. 2,00,000 
(Two Lakhs) in each of the above mentioned fields along with a citation 
A Jury of eminent experts shall select the recipient of Award of Excellence 
For submission of nomination and other details of POWERGRID and 
"POWERGRID Award of Excellence 2006" 
please log on to www.powergridindia.com 
General Manager (HR) 

POWER GRID CORPORATION OF INDIA LIMITED 
(A Government of India Enterprise) 

"Saudamini*. Plot No.2, Sector 29, Gurgaon-122001 (Haryana) 

Telephone No. 2571854 Telefax No 2571899 
Email : ojha(9powergridindia com 


Steve Ballmer 
CEO/ Microsoft 


“WE ARE WHAT 
YOU WOULD 
CALL 


Е STUDIED WITH BILI 
Gates at Harvard 
University, followed 
him to Microsoft 
when it was set up, 
and 20 years later stepped into the 
CEO’s shoes when Gates vacated 
them. In the six years since, Steve 
Ballmer has transformed the com- 
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pany, leading it from software to 
video game consoles and, later this 
month, to portable entertainment 
devices (the Zune). In its core soft- 
ware business, Microsoft, whose rev- 
enues now top $44 billion, is 
launching an all-new operating sys- 
tem, Vista, by the end of the year 
(early next year for retail markets) 


and also a new version of its prof- 
itable Office suite, Office 2007. On 
his first visit as CEO in late 2004, 
when he inaugurated Microsoft's 
campus in Hyderabad, Ballmer had 
met BT's Kushan Mitra. Two years 
on, be talks to Mitra again on bow 
Microsoft has changed, the chal- 
lenges the company faces as it trans- 








PHOTOGRAPHS BY VIVAN MEHRA 


forms into a ‘multi-core’ technol- 
ogy company and the future of the 
company in a Web 2.0 environ- 
ment. Excerpts: 


There are a lot of products you have 
unveiled so far this year. Can you talk us 
through those? 

2006 has been a great year for us. 


Vista and Office 2007 are around 
the corner. We have recently 
launched the new Windows ‘Live’ 
search and have a lot of exciting 
new products that we plan to unveil 
under the ‘Live’ platform. There 
are a lot of new games and services 
we are launching in the console 
business. For example, a few days 
ago we announced how Xbox360 
customers can download music and 
movies onto their console. Our 
Windows Mobile software has 
become the software of choice for 
smart handheld devices, and we are 


“THE CHALLENGE IN 
THE COMING YEARS 
WILL BE ТО TAKE 
ADVANTAGE OF WHAT 
HAS HAPPENED IN 
THE PAST DECADE — 
THAT IS, THE INTERNET 
AND MOBILE PHONE” 


soon launching an updated version 
of that software as well. We recently 
launched Internet Protocol Tv serv- 
ices with a few European telecoms 
operators, and we are introducing a 
range of new products in our 
enterprise solutions business as well. 


Technology has evolved tremendously 
over the 10 years since you introduced 
Windows 95. As the CEO of the world's 
largest software company, where do 
you see technology progressing in the 
next few years? 

Take a look at technology today. 
There is the pc, the mobile phone 
and the internet. The last two tech- 
nologies did not exist a decade ago 
and the environment has completely 
changed. The challenge in the com- 
ing years will be to take advantage 
of what has happened in the past 


decade. There will also be the 
continuing evolution of the user 
interface. See how Windows has 
progressed from Widows 3.1 to the 
advances in Windows 95 and now 
in Vista. I believe in the future 
devices will understand what the 
users want through voice and will be 
able to respond to their intentions. 
There are also huge opportunities in 
mobile Web technologies. 


Do you believe that Vista is as revolu- 
tionary a change as the change was 
from Window 3.1 to Window 95? 

I would say that Vista is the most ex 

citing version of Windows that we 
have worked on ever. This is not to 
say that Windows 95 wasn’t excit- 
ing. But given that the market was so 
small back then and the challenges 
were different and the РС was the 
only exciting consumer product. 
Vista is not just a large architectural 
change; there are massive changes to 
the way the software deals with se 

curity from its very core. Vista has so 
much more capability than any other 
operating system before it. 


You said security was a major challenge. 
What are you doing to address security 
concerns? 

There are real bad guys on the 
internet and there are some mis 
chievous bad guys. There are worms 
and viruses, and even while those 
attacks have gone down, there is 
malware and phishing attacks. And 
Vista deals with a lot of these 
concerns and more. 


Web 2.0 has transformed the internet 
in the last couple of years with user-gen- 
erated content becoming a major driver. 
You have also introduced new tech- 
nologies like Windows Live, following on 
from the success of XBox Live. How has 
that changed the way you do business? 
[here has been a fundamental 
change. We have realised that it is not 
just software or not just services. | 
look at Web 2.0 as an opportunity 
for a company like ours to interact 


bt 60 minutes 


with our customers more 
closely and more frequently. 
And while business analysts 
often say that something like 
that will change our business 
model, I believe any opportu- 
nity for greater interaction with 
our customers will bring in fi- 
nancial opportunities as well. 

Windows Live and Office 
Live will bring in a whole host 
of services going forward. 
Some of those services can be 
funded by advertising, some 
using the subscription model, 
and I believe there are possi- 
bilities of the transaction 
model, where people buy serv- 
ices online. Live has already 
given us more varied revenue 
sources; we have a thriving 
multibillion dollar online 
advertising business already. 
We are the world's third 
largest online advertising serv- 
ice—something we didn't have 
a few years ago. 


Two years ago you told me that Google 
was just a fad. In the last couple of 
years, Google has become a lot big- 
ger, offering a host of online services. 
Google is entering areas where Microsoft 
is strong now. 

I said that? Well, I believe that all of 
us are playing offence and defense at 
the same time. You're protecting 
the areas that you are strong in and 
attacking competitors in areas they 
are strong in. I think Google needs 
some good competition in search. 1 
believe that 50 per cent of online 
searches still do not work, they do 
not give users what they are exactly 
looking for and a lot of the other 
half does not understand what peo- 
ple are looking for. I believe our 
new Windows Live search is good 
competition to Google. As for them 
entering online word-processors 
and spreadsheets, while there is a 
market for that I do not fully agree 
with the notion that people want 
such tools online. People will want 
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"THE RISK FOR TECH 
FIRMS COMES FROM 
UNDEREXTENDING 
THEMSELVES AND NOT 
FROM OVEREXTENDING 
THEMSELVES " 


real tools and be able to work any- 
where and everywhere. But yes, 
Google is good competition. 


Talking about revenue and business 
diversification, in the past few years 
Microsoft is looking like less of a software 
company and more of a consumer elec- 
tronics company with products like the 
XBox360 and now the Zune. Are there 
any more products you might develop, 
and how do you compete with so many 
companies simultaneously? 

We are a ‘multi-core’ technology 
company, working on several things 
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simultaneously. And as I just 
said, we are playing both of- 
fence and defense at the same 
time. Let me turn the ques- 
tion around: What does a 
modern consumer electronics 
company look like? With both 
the XBox and the Zune it is 
the software experience that is 
crucial. People have to em- 
brace the software and be im- 
pressed by it. We are what 
you would call a ‘21st century 
Consumer Electronics Firm’. 
As for more devices, we are 
very clear that we will not do 
personal computers. Other 
smaller devices, let us see what 
happens going forward. 


By doing so much, don't you 
think you run a risk of overex- 
tending yourself? 

I don’t think we are overex- 
tending ourselves. The risk for 
technology companies comes 
from underextending them- 
selves. Look at so many technology 
firms that have not diversified 
enough and where they are today. I 
think a part of our vitality and the 
fact that we have consistently grown 
has come from the fact that we have 
continued to diversify into new ar- 
eas. In the last 26 years that I have 
been with the company, we have 
never abandoned an area we have 
entered. Maybe some areas haven’t 
done as well as we would have 
wanted them to, but we are a 
tremendously patient company. 
There are five things about this com- 
pany that you have to understand— 
we are innovative, we have talent 
and are constantly attracting fresh 
talent, we are patient with new ven- 
tures (look at the console business), 
we are focused on the consumer 
(look at Live), and we are a multi- 
core technology company. 


Talking about India, how differently do 


you see India today than two years ago? 
You can answer that question better 
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than I can. The place is boom- 
ing, the economy is doing very 
well. As for us, our revenues 
are growing over here. But I 
believe we have just scratched 
the surface when it comes to 
India and its potential for 
Microsoft. 


Piracy is still a problem out here? 
Yes it is, but it’s better than 
China! I believe with so many 
Indian companies wanting to 
grow on the basis of their 
Intellectual Property (1р), I 
think there is an understand- 
ing evolving around respect- 
ing IP over here. 


Are you going to extend your de- 
velopment facilities over here, 
and are you announcing any new 
investments? 

Bill (Gates) made some an- 
nouncements of fresh invest- 
ments when he was here last 
year and we are still deploying 
those. So I am not announcing any 
fresh investments. But we will con- 
tinue to expand our facilities in 
India. You have to keep in mind 
that we did not come to India for 
reasons of labour arbitrage, because 
that advantage will not stay for too 
long. We came here because we 
feel there is a pool of extremely 
talented people over here and be- 
cause of the potential of the market. 


But there is a talent crunch in India. Is 
that affecting you? 

I don’t think so. India still produces 
a lot of qualified computer science 
graduates every year and I don’t 
feel we will have a problem in 
attracting the best talent. 


Another aspect in India is that there is 
a large amount of the market that does 
not have access to computing. Microsoft 
has pioneered several projects across the 
world, including 'Flex-Go' in Brazil. 
How will you face the challenge of tak- 
ing computing to a wider audience? 
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"WE CAME TO INDIA 
BECAUSE WE FEEL 
THERE IS A POOL OF 
EXTREMELY 
TALENTED PEOPLE 
OVER HERE" 


The way I see it, there are three 
sets of the market: There is the top 
of the market, which is as evolved as 
developed markets where people 
buy the latest hardware and soft- 
ware and pay for broadband internet 
access, and that market is growing. 
There is also a significant part of 
the market at the bottom, and the 
best way to connect them to com- 
puting will be through Internet 
kiosks. We are running projects on 
this front here and I believe that 
this situation will remain like this for 
some time to come. 

The market we want to address 





is the ‘middle of the pyramid’. 
For that we are looking at 
several options and we have 
worked on several options for 
addressing this market in var- 
ious countries. You mentioned 
Flex-Go in Brazil which is a 
*pay as you go' solution and 
we have started working on 
that in India. We have an in- 
teresting project in Egypt, 
where we work with a tele- 
com provider on a ‘pay as you 
use' solution connected to 
their phone. There are other 
ways we are studying, includ- 
ing re-engineering the PC for 
this market and developing 
software solutions for them 
as well. We launched ‘Starter 
Edition’ for India a few years 
ago and it has done very well. 
We will continue to look at 
new and innovative ways of 
addressing this market. 


Recently Microsoft announced a 
deal with Novell. Is this an attempt to 
embrace Open Source and Linux? 
Linux is a competing software. We 
have to constantly out-innovate 
Linux and constantly keep our total 
cost of ownership lower than that of 
Linux. We recently did a study in 
India and this is an India-specific 
study which proves that Windows is 
a cheaper operating system. As for 
Open Source, we welcome open- 
source as a development model and 
we have a lot of developers who 
develop software for Windows who 
have embraced open source. But 
as a licensing model it remains a 
challenge because the licensing is 
complex and often does not respect 
IP rights. Our deal with Novell is a 
sort of ‘Ip Bridge’, where Novell 
has said that our IP will be respected 
and compensated. On another front, 
we are constantly working with our 
enterprise customers for strong in- 
teroperability between our systems 
and software such as Linux and 
OpenOffice. ш 


special 







ompanies - 


"V ee 






IN ORDINARY TIMES, PUTTING TOGETHER A LIST SUCH AS THIS ONE IS A 
lishly difficult task. After all, there's something or the other happening 
at every company. So, how do you decide which to drop and which to 
keep? And in these extraordinary times, zeroing in on 20 companies to 
watch is a million times harder. The economy is booming, companies large 
and small are betting big on acquisitions, new products, new markets, and 
new strategies. Private equity and venture capital is flowing into little- 
known firms, start-ups are mushrooming across sectors, and interesting 
new technologies are emerging both online and offline. Therefore, to bring 
you a list of 20 companies to keep an eye on next year, BT's reporters and 
editors across the country spoke to a variety of experts, including D-street 
analysts, fund managers, investment bankers, private equity and venture 
investors, bankers, and senior executives. 
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ABB Adlabs 


Stepping Up the The Picture Gets 
India Baie Bigger and Better 


T HAS GROWN FOR EACH OF THE PAST 24 QUARTERS, IKE IN EVERY GOOD BOLLYWOOD MOVIE, THI 


upped revenues from Rs 1,000 crore to around Adlabs’ story has had a happy twist. “If y 
Rs 4,000 crore in that time, and boosted profits ask me whether I knew the business w 
from Rs 65 crore to analysts’ estimate of Rs 290 assume this scale before July last year, the answe 
crore this year. Is it possible then, that there’s more is no,” says Manmohan Shetty, Chairman & 

steam left in ABB India, subsidiary of the Geneva-based Adlabs. June 2005 was when Anil 
power-automation-engineering giant? Yes, say analysts, Reliance Capital bought a majority stake 
because with the economy on a roll and investment Films. “The money, new talent, and 

in infrastructure and industrial projects gathering have helped create a media Ls 1 


speed, ABB is plugged into a multi-billion-dollar opp- sphere of entertainment busir 

ortunity. According to estimates, there are power runs a movies-to-film processin 

and industrial projects in the pipeline worth several How life has changed is eviden 

hundreds of crores. No wonder, ABB's order book is results (revenues up 115 per cent to | 
brimming over, with contracts worth Rs 4,211 crore also investment plans. In the film prod ction 
over the next several years, and folks in Geneva ness, from investing Rs =? crore a year hithe 


have declared India a “prime focus” country. In res- 
ponse, the engineering giant is ramping up manu- 


facturing capacities in the country. By the middle of Amritraj's Hyde Park Есбай set я i 
2007, it would have completed a $100-million animation arm that is already working TEED т 
(Rs 450 crore) investment programme that will not called Superstar, and plans to invest Rs 40-50 
just boost throughput, but increase the breadth and crore in film distribution. Shetty is also looking to 
depth of portfolio offerings in the market place. grow his 50-screen multiplex business fourfold, and 
Says Ravi Uppal, Vice Chairman & MD, ABB India: scale up television content production following the 
"There is no cap on capex. We will continue to invest purchase of a majority stake in Siddhartha Basu's 
whatever it takes." Apparently, investors have no Synergy Communication. Plus, “the demerger of 


the radio business is expected to unlock substan- 
tial shareholder value,” says Chiraj Negandhi, an 


issues with the strategy. ABB India’s stock price has 
almost doubled to Rs 3,490 in the last one year 
alone and trades at a P-E multiple of 51. 2 analyst with Enam. 
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ABB India’s Uppal: The 
investments will continue 
no matter what 
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Bartronics 


Coming Soon to Every 
Pack in Your Shopping Bag 


UMBAI-BASED KARVY STOCKBROKING HAS BEEN QUIETLY 
М accumulating the Bartronics stock since it was at 
Rs 55 about five months ago. And Ambareesh 
Baliga, the firm’s Vice President, has no intentions of tak- 
ing his eye off the stock, which now trades at over Rs 100. 
“It’s one of the best proxy plays available in the organised 
retail space,” says Baliga. What does the Rs 30-crore (at the 
end of March 2006) Bartronics do? The Hyderabad-based 
company makes a wide variety of data capturing equipment 
such as barcode scanners, terminals and printers, smart card 
readers, and RFID tags. Interestingly enough, retail is cur- 
rently a small part of Bartronics’ business, “but we believe it will 
definitely constitute a major portion of our business in the next 
two years,” says MD & CEO Sudhir Rao. Accordingly, Bartronics is 
shifting focus to smart cards and point of sale (Pos) systems, and hopes 
to become a Rs 200-250 crore company in another two years. RFID- 
based solutions fetched half of Bartronics’ revenues in the first half of 
current fiscal. But Rao is betting big: “We are working towards a Rs 
Shifting focus to smart cards: Yes, 1,000-crore sales target,” he says. Baliga must be smiling. 
that's the Bartronics boss MAHESH NAYAK 
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BHEL i 7 s Puri: be 
acquire technology 
Power-packed PSU 


H OW'S THIS FOR GROWTH POTENTIAL? INDIA PLANS TO 





add 674,000 Mw of power capacity over the 
next 25 years, and there's only one end-to-end 
domestic manufacturer of power plants in the country: 
BHEL. “The company currently has limitless order intake 
and earnings visibility," quips Satyam Aggarwal, a T 
power industry analyst at Motilal Oswal Securities. x 
"There were some concerns over BHEL lacking super- 
critical technology (requiring a plant of at least 4,000 
MW with constituent units of 800 Mw or more), but 
those issues seem to have been sorted out,” he adds. To 
some extent, yes. BHEL’s Chairman & Managing 
Director, Ashok K. Puri, for instance, has struck deals 
with France's Alstom (for boilers) and Siemens (turbine 
generator sets) for supercritical plants for ultra mega 
power projects. More importantly, he's lined up Rs 
1,000 crore for acquisitions abroad. *India must learn 
from the Dabhol debacle and acquire technology. 
Otherwise, we could be investing billions on buying 
equipment and not know how to run them," he says. 
BHEL's topline surged 41 per cent last year to Rs 14,525 
crore, and this year it may cross Rs 20,000 crore. 
KAPIL BAJAJ 


SAPTARSHI BISWAS 
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BillDesk's Kaushal: From Arthur Andersen to 
| India's leading electronic-payment gateway ~ 
— vs 

BillDesk 


They are Killing the Bill Queues 


М EARLY 2000, THREE ARTHUR ANDERSEN EXECUTIVES—M.N. SRINIVASU, 

Ajay Kaushal, and Karthik Ganapathy—quit their cushy jobs to 

launch a start-up out of a small house on suburban Mumbai's Carter 
Road. The trio thought they had a great payment management serv- 
ice idea (read: third-party bill collection) and, hence, kicked off 
Indialdeas. And, boy, were they right. Today, as many as 25 banks 
(Citi, SBI, HDFC Bank, among others) and more than 100 companies 
(including Hutch, Reliance Energy, Tata AIG) are part of Indialdeas' 
electronic payment gateway, BillDesk. “We are the largest player with 
over a million bills processed every month,” says Kaushal. BillDesk alr- 
eady has 240 employees across 30 cities, but has plans of ramping up 
operations. “There is a huge potential. The share of online billing, 
which is less than 2 per cent, is expected to go up to 6-8 per cent in 
the next three to five years,” says Kaushal. There are plenty of believers 
in BillDesk's business model. In June this year, sBi and us-based 
venture capital firm Clearstone Ventures invested $7.5 million (Rs 34 
crore) in the company. So, Сгап IPO a-few years down the line. 
> Ө ANAND ADHIKARI 
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DLF 


The IPO is in Sight Again 


HE DELHI-BASED REAL ESTATE GIANT DLF'S INITIAL 

public offering (РО) may well have been a top con- 

tender for the most talked of non-event of the 
year. The company had been planning to roll out one 
of India’s biggest—and realty’s biggest—iPOs aimed 
at raising more than Rs 10,000 crore, until its minor- 
ity shareholders cried foul and forced SEBI to show 
the red flag. When Br went to press, DLF, which had been 
valued between Rs 77,200-85,300 crore, had an extra- 
ordinary general body meeting coming up on November 
14 to settle the issue. That means the IPO is in sight again. 
“If the minority shareholder issue is resolved, then the 
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March quarter," confirms Rajeev Talwar, DLF group's 
Executive Director. The IPO, however, is not the only rea- 
son why DLF has made it to our list. The other reason is, 
of course, the real estate boom. The Indian real estate mar- 
ket estimated at $40-45 billion (Rs 1.8-2 lakh crore) is exp- 
ected to grow at 20 per cent compounded annual growth 
rate over the next five years Or SO, according to UBS 
Investment Research. And DLF has plans for everything 
from houses to commercial buildings to SEZs. “Eventually 
each of (these) verticals should become large enough to 
become separate companies," says Talwar. Now, that is 
some ambition. 


public offer could hit the market during the January- SHALINI 5. DAGAR 


The Recipe is Working 


T'S POSSIBLY THE HIGHEST-EVER QUARTERLY SALES ANNOUNCED 
by an Indian drug company. For the second quarter of 
this year, Dr Reddy's Labs announced a year-on-year 245 
per cent growth in topline to Rs 2,004 crore and a 214 per 
cent jump in net profits to Rs 280 crore. If all goes well, Dr 
Reddy’s will be pushing a billion dollars in revenues before 
2007 is rung out. “The acquisitions added a lot of firepower 
to the business coupled with a few upsides,” says company 
CEO, С.У. Prasad. The new acquisitions such as betapharm 
fetched a fifth of the Q2 revenues, and international sales 
made up an impressive 88 per cent versus 61 per cent 
same period last year. There are two other reasons to 
watch Dr Reddy's: One, its generic version of GsK's $1-bil- 
lion drug Zofran (an anti-emetic), Prasad says, is likely to get 
an approval. That could mean Rs 225 crore in profits 
during the exclusivity period. Two, one of its new molecules 
(balaglitazone) for treatment of diabetes is expected to 
enter phase III of clinical trials over the next six months, 
making Dr Reddy's India's first company to have a phase III 
asset. Also, Prasad isn't ruling out more acquisitions abroad. 
E. KUMAR SHARMA 


All smiles and why not? 
Prasad (L) & Satisl 


A. PRABHAKAR RAO 





Smart Basics for Road Warriors 


DEEPAK G. PAWAR 





Ginger, Bangalore: This no-frills budget hotel has been an instant hit 


T WAS AN IDEA BORROWED STRAIGHT OUT OF C.K. PRAHALAD’S 
bestseller on bottom of the pyramid (Bor) marketing. No surprises, 
then, that Indian Hotels’ budget hotel subsidiary, Roots 
Corporation, is pleased as punch with the results. Its no-frills 
budget hotel Ginger, launched in June 2004, has been a roaring suc- 
cess. All Ginger properties (Bangalore, Mysore, Haridwar, Pune, 
Trivandrum and Bhubaneshwar) have a simple layout and design 
with around 100 rooms in each property. Since land price is a key 
determinant of the eventual tariff, most of these hotels are located 
on the outskirts or at least outside the central business district, where 
prices tend to be more reasonable. There’s no room service or travel 
desk or swimming pool, but the rooms have everything a budget- 
conscious business traveler would need, including Wi-Fi. Also, 
there’s a closed circuit camera in the lobby of all Ginger hotels for 
greater security. There are just two types of rooms, single bed 
(180 sq. ft) and double bed (220 sq. ft) with transparent prices of 
Rs 999 and Rs 1,199, respectively that are uniform across properties. 
“We call our model smart basics, which means good quality at aff- 
ordable prices,” says Prabhat Pani, СЕО, Roots. By March 2008, 

Ginger hopes to be in 30 cities. Road warriors, rejoice. 
VENKATESHA BABU 
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b soon: New-look D 
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The Long Road from Jute to Airports 


F THE HYDERABAD AIRPORT GETS UP AND RUNNING BY 

April 2008 and Delhi too sports a spiffy new one by 

2010, air travellers will have one Bangalore-based 
company to thank: GMR Infrastructure. The Hyderabad 
airport is a Rs 2,284-crore project, while Delhi's has a 
cost of Rs 7,000 crore. That should make GMR one of 
the biggest infrastructure developers. For a company 
that entered infrastructure only in the 90s, GMR has been 
able to bag some big projects. The airports apart, GMR 
has landed a number of road projects under the Golden 
Quadrilateral project. Focussing on project develop- 


ment, as opposed to mere execution, has enabled GMR, 
which once was in the jute business, to build assets 
worth Rs 15,000 crore from Rs 900 crore in 1999, 
GMR executives say that the group has a healthy 
blend of fixed and volume-driven revenues. Investors 
in the newly-iPoed company have nothing to com- 
plain about. The stock is trading 70 per cent above the 
issue price of Rs 210. “As India's infrastructure needs 
explode, GMR Group will strive to meet them," says 
Chairman G.M. Rao. Investors expect as much. 
VENKATESHA BABI 


SOUMIK KAI 


Its Time Has Come 


OR SANJEEV AGA, THE LAST SEVERAL MONTHS HAVE BEEN 

incredibly busy. After the Tatas sold their stake in Idea to the 

Aditya Birla Group, the cellular ser 
overdrive and launched operations in three new circles (Rajasthan, 
Himachal Pradesh, and Uttar Pradesh-East), taking the tally to 11. 
Between March and September this year, the subscriber base 
jumped 54 per cent, and first half revenues rose 38 per cent to 
Rs 1,906 crore and net profit by 160 per cent to Rs 192 crore. “We 
are in a very strong position in the circles we operate and our ren- 
ewed focus will help us to power ahead,” states Aga, who has taken 
over as Idea Cellular's Managing Director from his earlier ass- 
ignment as MD of Aditya Birla Nuvo. 

The big story for Idea is yet to unfold, though. With a pan-India 
launch on the anvil and licence awaited for the National Long 
Distance Service (NLD) service, growth—and a place alongside 
Bharti, Hutch and Reliance Infocomm—appears inevitable. Then, 
there's the IPO story. With Idea already valued at Rs 12,000 crore 
following private equity investment from Providence Partners and 
ChrysCapital and its footprint growing, the company can only get 
more valuable. “To us, nothing is more important than Idea being 
a top-notch company. We want it to be a class act," says Aga in 
modesty. A good idea, too. 


s provider went on an 


Idea Cellular’s Aga: 
Man to watch 


KRISHNA GOPALAN 








Kale's Jain: Looking to leverage the company's position to cater 
to the entire travel industry 


Kale Consultants 


Reprogrammed, But Keeping 
Its Fingers Crossed 


I'S POSSIBLY THE ONLY REINVENTION OF ITS KIND IN THE INDIAN IT 
industry and if it works, it may well inspire several other small com- 
panies to find their own niches. Founded in 1986, Kale continued 
to operate in a number of industry verticals but without achieving via- 
ble scale in any of them. Starting 2001, the Pune-based company be- 
gan spinning out all the verticals (banking, generic software, and 
healthcare) and selling them to willing buyers. In October 2004, it 
acquired Cognosys, a travel solutions company, and merged it 
with itself. *We focussed on the airline vertical as we've had some 
global exposure there," says Vipul Jain, CEO & Mp, Kale. With the 
result, the Rs 73-crore firm has emerged as a focussed airline soft- 
ware and BPO player, offering outsourced services to airlines 
that include passenger revenue accounting, cargo management and 
travel solutions for travel companies. Over the years, Kale has 
shifted to a ‘per transaction’ model from the “licensing model’ it 
followed earlier. “We have the foundation. Now we are looking 
to leverage our position to cater to the entire travel industry,” says 
Jain. Investors aren’t yet convinced, since the stock has stayed sto- 
ically between Rs 90 and Rs 100 for a year now. Just the same, 
it’s a reinvention worth watching. 
SHALEEN AGRAWAL 
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L&T: All set to become bigger and more diversified 


A Makeover on Many Fronts 


OT TOO FAR IN THE FUTURE, LARSEN & TOUBRO MAY 

look very different than what it does today. 

While its flagship engineering and construction 
business still fetches 70 per cent of the revenues, 
Chairman & Managing Director A.M. Naik seems 
determined to turn the conglomerate into a bigger 
and even more diversified entity. Among L&T's new for- 
ays are the ones into shipbuilding, defence equipment, 
and nuclear power. Simultaneously, Naik is pushing L&1 
into newer markets overseas in the core business. For 
instance, West Asia and China, he says, will be imp- 
ortant makets. “Gulf (alone) will bring in $1 billion (Rs 
4,500 crore) in revenues next year,” says Naik. In 


Driving (Back) Into Diesel 


S A RULE, A COMPANY NEVER GETS TO BE ON OUR “TO WATCH” 
list for two years in a row. If we are breaking that rule for 
Maruti, it’s for good reason. Next year is when the market 


power, L&T Power Development is moving from 
merely building power plants to running and main- 
taining them, thus creating steadier revenues. L&T 
Infotech, the rr arm, is planning to add 3,000 employees 
to the existing 8,000 by March 2008. Some time soon 
in the future, Naik expects 60 per cent of L&T's rev- 
enues to come from projects, 30 per cent from manu- 
facturing, and 10 per cent from services, against 75, 20, 
and 5 per cent, respectively, at present. *Infrastructure 
is a long-term play and the most demanding one," he 
says. And few Indian companies can claim to have 
the sort of execution skills that L&T has. 

SHALEEN AGRAWAI 


leader will ride back into the diesel segment with a vengeance, put- 
ting pressure on Tata Motors' small car, the Indica. This will 
mark Marurti's second foray into diesel. The first attempt, made 
on the back of Zen diesel, didn't quite work. This time around, 
Maruti is dropping a 1.3-litre diesel engine into the hot selling small 
car, Swift. Between the first and second attempt, Maruti has inc- 
reased car making capacity from 4 to 6 lakh per annum, and 
also set up a diesel engine plant at Manesar near Gurgaon with an 
annual capacity of 3 lakh engines. “I look forward to 2007 with cau- 
tious optimism. There has been strong growth in this fiscal so far. 
This is a decisive year when many of our new projects go on 
stream," says Maruti's MD, Jagdish Khattar. The small diesel car seg- 
ment accounts for 13 per cent of the car market. Expect the 
fight between Maruti and Tata Motors to be bruising. 

KUSHAN MITRA 
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On Chaudhari's mind: A Rs 1,000-crore company by 2010 





Betting on Biotuels 


E IT THE US OR INDIA, VENTURE INVESTOR VINOD 
Khosla is a tough cookie. So, when Khosla, a for- 
mer partner at Kleiner Perkins, decided to pick 
up a 10 per cent stake in a little-known Pune-based 
company, Praj Industries, people sat up to take note. 
Some years ago, India’s stock market bull, Rakesh 
Jhunjhunwala, had also picked up an identical stake in 
Praj. What’s special about the Rs 267-crore com- 
pany? To put it simply, ethanol. Praj, promoted by irr 
alumnus Pramod Chaudhari, specialises in setting up 
ethanol machinery and has executed projects across five 
4 continents. “We are the only company out of India off- 
ering erid-to-end solutions in ethanol,” says the 
57-year-old Chaudhari. Over the last 10 months, 
Praj has received an equal number of export orders, 
especially from the us. Chaudhari’s target: Make Praj 
a Rs 1,000-crore company by 2010. If ethanol-blended 
fuel takes off in the future, Praj will soar in tow. 
ANAND ADHIKARI 


A. PRABHAKAR RAC 


Reliance Fresh store in Hyderabad: Just a curtain-raiser 


Reliance Retail 
The Game Changer 


ACK IN MAY THIS YEAR, RELIANCE FRESH WAS JUST A 

gleam in the eye of executives at Reliance Retail. 

By the end of October, they had launched the first 
store on Hyderabad's Banjara Hills. That's just one rea- 
son why Reliance is like an elephant in India's org- 
anised retail industry. The other is, of course, the fact 
that no one else has the kind of investment plans hat 
Reliance has: Rs 25,000 crore across formats and 
across categories, ranging from produce to groceries 
to footwear to consumer durables, and vertically 
integrated supply chain. In 2007 (and beyond) more 
of Reliance's retail strategy will unfold, potentially rat- 
tling existing players. *The end goal," says Raghu 
Pillai, President and Chief Executive (Operations 
and Strategy), Reliance Retail, "is clear and that is to 
cover across all formats, 100 million sq. ft of retail 
space and have a topline of Rs 1 lakh crore by 2010- 
11." Seems patently Reliance. 





E. KUMAR SHARMA 
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Shriram Transport Finance 


Trucking On All Over 


INANCING COMMERCIAL VEHICLES ISN'T A TERRIBLY EXCITING BUSINESS 

to be in. Three-fourths of the fleet owners who get their trucks fin- 

anced own less than five trucks. Most of them are semi-literate, but 
that’s not the only reason why they aren’t the easiest of customers to han- 
dle. Yet, if private equity investors such as Citi, New bridge and 
ChrysCapital have been falling over each other to get a piece of Chennai- 
based Shriram Transport Finance, it's because the company knows 
how to make the business throw up oodles of cash. With 
Rs 9,000 crore in assets, Shriram churns out net interest margins of 
2 per cent and logged a net profit of Rs 140 crore last year. And according 
to a study commissioned by Shriram, the opportunity for truck financ- 
ing is set to boom. The study estimates a minimum potential demand of 
Rs 45,000-50,000 crore over the next 10 years. Of that, financing pre- 
owned trucks less than four years old and trucks between five and 10 years 
old, segments where Shriram dominates, will account for Rs 40,000 crore. 
Besides, the firm has also started financing new trucks, where it already 
has a 10 per cent share. “All the new trucks that are bought will come to = 
us for modernisation funds once they are four years old," says the 
company's Managing Director R. Sridhar. By March next year, the 
company will grow assets to Rs 10,500 crore. Moral of the story: 
Businesses needn't be exciting; they only need to be profitable. Sridhar: He's hitched his stars to the 

NITYA VARADARAJAN truck financing business 





Now Comes the Tough Part 


I BOMBAY HOUSE, THE TATA GROUP HI ADQUARTERS, 
celebrations over the $8-billion (Rs 36,800 crore) Corus 4 
acquisition are long over. В. Muthuraman, Tata Steel’s 

Managing Director, is already hunkering down for hard work 

next year. “For us, the most important thing is to complete the 

deal in time (by January 2007) and then being prepared for the 

synergies to be worked out thereafter,” says the man about India 

Inc.’s biggest overseas acquisition so far, What Tata Steel 

makes of Corus—a much larger steel manufacturer, but much 

less efficient than the Indian buyer—will be important not just 

tor the Tatas, but for Indian industry in general. After all, Tata 

Steel will be raising $6 billion (Rs 27,600 crore) in debt to fund 

the purchase, and how it handles a downturn—il any comes 

along—will be keenly watched by analysts and others. “We will 

be sharing our best practices. There will be operational syn- 


ergies, market synergies, synergies on logistics management and 


on so many other areas,” says Muthuraman. One way or an Muthuraman: 


other, it has all the makings of a B-school case study. s all about 
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TransWorks. 
New Worlds to Conquer 


YEAR AGO, TRANSWORKS, THE ADITYA BIRLA 
Ae BPO arm, was just one of the 200-odd 

BPO companies in India. But on July 3 this 
year, the Mumbai-headquartered operator changed all 
that with just one deal when it acquired the Santiago, 
Chile-based Minacs for $125 million (Rs 558 crore 
then) and in the process shot up the BPO rankings to 
#2. From being a company with revenues of Rs 164 
crore, TransWorks metamorphosed to a Rs 1,350- 
crore vendor. *With the acquisition of Minacs, the 
company (which has more than doubled the headcount 
to 10,000) operates out of 25 centres spanning North 
America, Europe and India, and delivering services in 
28 languages," says Atul Kanwar, Managing Director, 
TransWorks. *We will be adding facilities in Canada, 
India & the Philippines in the near term to deliver an 
expanded range of services and solutions to our 
global customers." Translation: watch TransWorks. 


RAHUL SACHITANAND 
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Videocon's target: First Thomson (plant above), now Daewoo 


Videocon Industries 
Raider in a Hurry 


HEN IT COMES TO NUMBERS, VENUGOPAL DHOOT 
W them out faster than ТУ sets off assembly 
lines in his factories around the world. “We 

have set a goal to be a $10 billion (Rs 45,000 crore) 
company in the next three years (from Rs 18,000 
crore today) and by December 2007, the hope is to 
have a market cap of Rs 25,000 crore (compared to 
about Rs 11,000 crore at present and Rs 5,000 crore 
last year),” says the Chairman of Videocon. If not too 
many today doubt Dhoot's determination, if not num- 
bers, it’s because he’s won everyone’s respect in a 
spectacular fashion. In August last year, he acquired 
Thomson’s global picture tube business for Rs 1,300 
crore and Electrolux Kelvinator India for Rs 400 
crore, and is now close to gaining a controlling stake in 
Korea’s debt-ridden Daewoo Electronics in a deal 
worth Rs 3,300 crore. “The next three months will see 
some consolidation happening, but that doesn’t mean 
we will go slow on acquisitions,” declares Dhoot. 
“Next year is going to be hectic.” Better believe him. 
E. KUMAR SHARMA 





A ICICI Bank 


Credit Cards 


To apply. visit www icicibank com or SMS CARD «YOUR CITY>’ te 676706, 





Conditions apply 





متا و U—‏ 


— de —— a ee 


Air Deccan 

Has not had it easy. Its IPO in May drew a luke- 
warm response, forcing it to reduce its price 
band. On June 30, 2006, reported losses to the 
tune of Rs 340 crore for a 15-month period, des- 
pite which the airline has announced it would of- 
fer one lakh tickets for as low as Rs 9. 


Bilcare 

In October this year, it acquired DHP, a UK- 
based clinical trials services provider, for $5 mil- 
lion (Rs 22 crore). The company intends to 
evolve itself into a life sciences knowledge 
partner. 


CavinKare 

CavinKare is entering the home hygiene market 
with the launch of Tex, a toilet cleaner, tapping 
the Rs 100-crore toilet cleaner market. This year, 
the CavinKare group's turnover is expected to 
reach Rs 575 crore as against Rs 572 crore in 
'05-06. 


Centurion Bank (now Centurion Bank 
of Punjab) 

The bank, which completed its merger with Bank 
of Punjab in September last year, is currently in 
the news for its merger with Lord Krishna Bank, 
which has run into some rough weather 


DQ Entertainment 

Plans to raise around $100 million (Rs 450 
crore) to help its private equity investors exit and 
support its major expansion plans. It is also 
opening new facilities both within and outside 
the country. 


Geometric Software 

In October this year, it acquired the engineering 
services division of US-based Modern 
Engineering for close to $32 million (Rs 144 
crore), with about $7 million (Rs 31.5 crore) in 
working capital loan. Just a few days after the 
acquisition, there were reports that the Godrej 
Group now wants to sell its stake (18.5 per cent 
valued at Rs 150 crore) in the company and is 
looking for potential buyers. 


GVK Biosciences 
Things are still looking up for a company that 
was one of the pioneers of 
bioinformatics in the country. 
In January, Wyeth 
Pharmaceuticals 
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services to GVK Bio; the deal was reportedly 
worth $8-10 million (Rs 36-46 crore). 


Indian Rayon (now Aditya Birla Nuvo) 
The company has had a good year, especially the 
last quarter, reporting a nearly 40 per cent jump 
in profits in the corresponding quarter from the 
previous fiscal. 


Maruti Udyog 

The government looks set to divest its 10.27 per 
cent stake in the company and is awaiting the 
Cabinet's nod. The launch of an LPG version of 
WagonR by Maruti Udyog in July has done won- 
ders for the ‘tall boy’ multi-activity vehicle, with 
sales more than doubling. Sales of WagonR Duo 
touched 13,200 in October, up 116 per cent over 
the July numbers of 6,100 units. 


Midas Communication Technologies 
In June this year, it came out with a new switch 
that enables faster deployment of cable internet. 
Called Catius, the new solution is targeted at the 
local cable operators (LCO) segment. 


NTPC 

Is hiring aggressively; plans to hire at least 1,000 
people every year for the next three years. NTPC 
Seems On course to add 22,000 MW capacity by 
2012. 


Rico Auto 

Has benefited from the growing auto story. Like 
its competitors, Rico Auto is scaling up from 
producing individual components to making as- 
semblies and systems. Has, however, registered 
a modest 14 per cent topline growth in Q2 this 
fiscal with a decline in bottom line (largely attrib- 
uted to rising aluminium costs). 


State Bank Of India 

Was the only large PSU bank to register a fall in 
its net earnings (its net fell by 2.5 per cent) in 
Q2. The stock has, however, done well and has 
risen by about 20 per cent in the last six months. 
The bank, India's largest, is eyeing a global pres- 
ence, especially in markets like the West Asia. 


Symphony Services 

The $100-million (Rs 450 crore) firm is in an 
expansion mode; in June this year, it opened a 
second facility in Bangalore with plans to double 
capacity in Pune. It may also set up base in 
China. Symphony has registered 170 per cent 
compounded annual growth from 2002 to 2005. 


Tata Steel 
After acquiring Anglo-Dutch giant Corus, the 
company is all set to enter the Fortune 500 list, 


only the seventh Indian company that would be 
on the list. The combined entity would have rev- 
enues of over $22 billion (Rs 99,000 crore). The 
company hopes to return to its annual margin of 
about 30 per cent in the next four to five years. 


Tejas Networks 

This leader in next generation optical networking 
products has acquired $20 million (Rs 90 crore) 
in new equity financing. It plans to use this 
money to fund its international expansion plans 
and for R&D to develop packet-aware optical 
products, The company is eyeing Rs 250 crore in 
revenues this fiscal, up from Rs 130 crore during 
2005-06. 


TKML 

It says it plans to launch a small car in the next 
two-to-three years and would look at a 10 per 
cent market share in the segment by 2010. It 
also plans to set up a second facility with a cap- 
acity of 150,000 units in Karnataka near its exist- 
ing plant in Bidadi, near Bangalore. 


United Spirits 

After reaching the US and Europe, UB's Vijay 
Mallya is all set to enter China and Russia. In 
September this year, UB acquired France-based 
wine manufacturing company Bouvet Ladubay, 
which gave it a strong distribution network to sell 
its products in the European and American mar- 
kets, while helping tap the rapidly growing mar- 
ket for wines in India. The company has a 55 per 
cent share in the IMFL category. 


Vimta Labs 

In January this year, the company decided to raise 
Rs 125 crore to fund the second phase of expan- 
sion. The company inaugurated its new facility in 
March in Hyderabad. 


WNS 

When WNS Holdings listed on the NYSE in July 
2005 (it raised $224 million), Indian stock mar- 
kets were in the grip of a downturn after the 
May-June crash. But the stock has held up and is 
trading at 50 per cent higher than the price it was 
listed at. The company soon plans to enter East 
Europe and does not rule out using part of the 
money raised for acquisitions. 
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ACUMEN 2006 





The Final Frontier 


The best brains from across the country converged to compete in the 


National Finals of the Business Today-Aditya Birla Group Acumen 2006. 


HE STAGE WAS SET FOR A 

thrilling contest as stu- 

dents from B-schools 

across the country 

trooped in for the 

Business Today-Aditya Birla Group 
Acumen 2006 National Finals. 
There was an air of excitement and 
anxiety as management students 
entered the cool environs of ITC 
Hotel Grand Central Sheraton & 
Towers, in central Mumbai’s Parel. 
Master (or should that be mis- 
tress?) of ceremonies Karishma 
Mansata, clad in a chic ensemble 
from Van Heusen—one of the prize 
sponsors—kicked off the event by 
inviting commentator, moderator 
and host of Acumen 2006 Harsha 
Bhogle on to the stage. The first 
topic for the debate semi-final was a 
hot one for marketers and adver- 
tisers: “Brand Loyalty Is Dead". 
Speaking in favour of the motion 
were Venkatraghvan S and Krishnan 
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National B-School Challenge 
ARE YOU SHARP ENOUGH ? 


Gautham from им, Bangalore, re- 
gional winners of the South Zone 
round held earlier; vehemently op- 
posing the motion were Swarnim 
Bharadwaj and Arka Bhattacharya 
from ПЕТ, New Delhi, regional win- 
ners, North Zone. 

The South Zone contestants put 
forward their argument for the mo- 
tion with a quick statement: “It was 
alive at one time, but brand loy- 
alty as a concept is becoming more 
and more redundant as we speak.” 
They argued that brand loyalty was 
only alive in the now long-gone era 
when consumers weren’t sure of 


the quality of many products. It 
was only when people bought a 
product, say, for example, a wash- 
ing powder, and found reasonable 
value for money as well as quality in 
it, that they started repeatedly buy- 
ing the product; this is what led to 
the term “brand loyalty” being 
coined. But now consumers are 
savvier and have cottoned on to 
the fact that marketers have to cater 
to them and not the other way 
around, they argued. Thus, their 
“brand loyalty”, if it can be called 
that, depends on which marketer or 
product panders to their needs and 
requirements. Result: “Brand loyalty 
is dead, but value loyalty is not, 
and will not die," said the им, 
Bangalore, team. 

Students from irr, New Delhi, 
countered this with logic that was 
tightly, thoughtfully and concisely 
constructed. They started off with 
the classic text-book example of 
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Coca-Cola changing the taste 
of America’s favourite cola 
with Classic Coke, and the 
disastrous effects of it. This 
only proves that people 
weren't going to have anyone 
change the taste of their 
favourite brand. The contest- 
ants proceeded to bowl over 
the audience and judges alike 
with their simple statement, 
“The fact that brand loyalty 
is not dead is proved by the in- 
finite number of brands that 
are all alive today.” Fittingly, 
ПЕТ students got to the debate 
finals. 

The topic for the second 
semi-final debate was a tad 
more controversial than the 
first: “India Will Never Catch 
Up With China”. Defending 
the motion were the East 
Zone regional winners Arzi 
Adbi and Vikram Gunjal from 
IM, Calcutta; fighting it with a 
variety of facts were regional 
winners of the West Zone 
round, Komal Puri (inciden- 
tally, the only woman to reach 
the Business Today-Aditya 
Birla Group Acumen 2006 na- 


tional finals) and Siddhesh A. 
Sydenham Institute of Management Studies Research 
and Entrepreneurship Education (SIMSREE), Mumbai. 

IIM, Calcutta, students began their argument by 
comparing the two countries to two athletes; of which 





DEBATE 


Winners 1st Runners Up 
IIFT (Top left) SIMSREE (Top right) 
Arka Bhattacharya Siddhesh A. Ranade 
and and 
Swarnim Bharadwaj Komal Puri 


2nd Runners Up — 3rd Runners Up 


IIM, Calcutta IIM, Bangalore 
Arzi Adbi and Venkatraghvan S. 
Vikram Gunjal and Krishnan Gautham 





The panel: Debate finals judges Sanjoy Narayan, 
Editor, Business Today, Sunil Alagh, Chairman, 
SKA Advisors and Santrupt Misra, Director, Aditya 
Birla Group, with Vidhu Sagar, Sr. GM (Marketing), 
Business Today and Pavan Varshnei, Publishing 
Director, Business Today. 


Ranade, representing 


unconvincing. 
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one went to the tracks in the 
wee hours of the morning on 
the day of the big race and 
cleared his track of all the peb- 
bles on it (Question 1: Is that 
legal? Question 2: Wouldn't 
the race organisers have en- 
sured that the tracks were 
rubbish- and rubble-free in 
time for the big race?). The 
race begins at the time it's 
meant to, and both the ath- 
letes have fabulous starts; but 
by the time athlete #2 has 
completed 700m, athlete 
#1—the early bird-pebble- 
clearer—has already touched 
1,400m. “Ladies and 
Gentlemen, China, the first 
athlete, has done something 
tremendous!" says Adbi, of 
IIM, Calcutta. “Why feel shy of 
appreciating it”? The motion 
presented before the house 
said India would never catch 
up with China. The team 
argued that while India had 
built some great companies, 
the Chinese, as a race, have 
built some great economies 
such as Hong Kong, Taiwan 
and Singapore. 


Waitaminute! Taiwan and Singapore built by China? 
Hey, did anyone know that Hong Kong was built by 
the Chinese? As everyone present at the finals could see, 
their argument was anything but researched, and 
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SIMSREE’s Puri and 


Ranade let it rip when it was 





B-SCHOOL QUIZ 


representing South Zone; 
Puneet Jain and Rahul 





their turn to speak against Winners 1st Runners Up Gupta, from IIM, Calcutta, 
the motion, and what a lot of representing East Zone; and 
ammo they had: “India is a ІМ, Bangalore (Top left) SIBM, Pune (Top right) Rohit Jain and Nikhil 
Democracy; China is Abhinandan and Rohit Jain and Narayanan from SIBM, Pune, 
Communist nation, making Thejaswi Udupa Nikhil Narayanan representing West Zone. 


India a less risky environ- 
ment to invest in compared 


2nd Runners Up 


3rd Runners Up 


The quiz, apart from be- 
ing interesting for the audi- 


to an opaque and authorita- IMT. Ghaziabad IIM. Calcutta ence, was also very varied— 
tive China. In 2005, Forbes’ Arjun Siva and Puneet ЕЕ the contestants were asked 
ranking of 200 of the : to identify the American 
World's Best Companies had Vikram Venkateswaran and Rahul Gupta Express commercial featuring 


listed 13 Indian companies, 
and four from China. A re- 
cent survey of the leading 
Asian companies by the Far- 
Eastern Economic Review 
said India had the highest 
average scores among all the 
countries that participated. 
A report published by the 
World Economic Forum 
shows that in the global com- 
petitiveness ranking, India is 
at 443; China's position: 
#54; and that as far as cor- 
porate governance is con- 
cerned in emerging 
economies, India was ranked at #6, 
and China at #19.” With a con- 
vincing reply, SIMSREE students made 
it to the debate finals. The contest 
for the Business Today-Aditya Birla 
Group Acumen 2006 national de- 
bate finals was now between North 
Zone's ПЕТ, New Delhi, and the 
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Cheers to all: The audience stays glued as contestants 
vie for the top slot 


West Zone’s SIMSREE, Mumbai. 
There was another exciting 
show ready to unfold. The National 
B-school Quiz finals 2006 saw Arjun 
Siva and Vikram Venkateswaran 
from IMT, Ghaziabad, representing 
North Zone; Thejaswi Udupa and 
Abhinandan, from им, Bangalore, 


Kate Winslet and the multi- 
award winning JWT com- 
mercial for Levi's Slim Jeans. 

The grand National 
Winners for this round were 
South Zone's Thejaswi 
Udupa and Abhinandan, 
from IIM, Bangalore, followed 
by West Zone as the Ist 
Runners Up, North Zone for 
2nd Runners Up, and East 
Zone coming in as 3rd 
Runners Up. 

Following this was the 
Final Debate showdown, be- 
tween Swarnim Bharadwaj 
and Arka Bhattacharya of ШЕТ, New 
Delhi, (North Zone), and West 
Zone's Komal Puri and Siddhesh 
A. Ranade, from Sydenham Institute 
of Management Studies Research 
and Entrepreneurship Education 
(SIMSREE), Mumbai. 

The subject, again, was topical 
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and lent itself for a great debate: 
“Indian Managers Are Global, But 
Not Indian Companies”. 

ПЕТ, New Delhi, spoke in 
favour of the motion, and argued 
that though many global, interna- 
tional companies had Indian CEOs 
and top management at their helm, 
there were few to no (they finally 
settled on no) Indian companies 
that could be compared with com- 
panies such as Coca-Cola, Microsoft 
and others, which had a global 
reach, culturally and continentally 
diverse staff, and offices in many 
locations. They talked about how, 
though it was possible for PepsiCo 
СЕО Indra Nooyi to reach the top of 
the global league, the absence of a 
significant global infrastructure, re- 
dundant accounting systems and 
the ‘family business’ mentality of 
most Indian companies made it im- 
possible for them to be considered 
global as of now. An interesting 
point they made was that the UK- 
based Mittal Steel is big because it 
grew outside, while the Indian arm, 
Ispat (run by another branch of the 
same promoter family), is but a 
mere fraction of that size. 

Students from SIMSREE, Mumbai, 
argued against the motion, and 
stressed that Indian rr companies 
had scaled new heights, and they 
were global companies. As SIMSREE 
students lost the momentum, the 
B-school debate final, was won 
hands down by irr, New Delhi. 
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ALUMNI QUIZ 


Winners т op left) 
Vishwajeeth, 
Sify/ IGNOU 
Prasad Shetty, 
Kotak Life Insurance/ Kousali Institute 
of Management 


ist Runners Up 
Amaya Samant, 
IMRB/ Welingkar Institute of 
Management 
A.P Alagarsamy, 
ICICI Bank/ Department of 
Management, Osmania University 


Joint Runners Up 
Charanpreet Singh, (Top right) 
IMS Learning Resources/ University of lowa 
Karthik Ramakrishnan, 

АВР / ISB, Hyderabad 
Rohan Khanna, 

Accenture/ FMS, Delhi 
Shubhendu Saha, 

DTZ/ School of Management, 
Allahabad 





The last and final competitive 
event for the day was the B-school 
Alumni Quiz. From the North 
Zone, there were Rohan Khanna, 
Alumni, FMS Delhi—currently work- 
ing with Accenture and Shubhendu 
Saha, Alumni, School of 





Management, Allahabad—currently 
working with DTZ. South Zone was 
represented by Vishwajeeth, Alumni, 
IGNOU—currently employed by Sify, 
and Prasad Shetty, Alumni, Kousali 
Institute of Management, 
Dharawad—currently at Kotak Life 
Insurance. The East Zone contest- 
ants were Charanpreet Singh, 
Alumni, University of lowa—work- 
ing with IMs Learning Resources, 
and Karthik Ramakrishnan, Alumni, 
ISB Hyderabad—now working with 
ABP. And then there were the 
quizzers from West Zone, Amaya 
Samant, Alumni, Welingkar Institute 
of Management—now at IMRB, and 
A.P. Alagarsamy, Alumni, 
Department of Management, 
Osmania University—now work- 
ing with ICICI Bank. 

The questions were varied and 
interesting. To illustrate, “If you 
downloaded or obtained software of 
the category called ‘Beerware,’ how 
would you pay for it?” The answer 
to this one would be, Buy its au- 
thor a beer or just drink a beer in his 
honour. It refers to loosely licensed 
software. South Zone came right 
on top in this one, with the West 
Zone coming in at Ist Runners Up, 
and North and East Zones both ty- 
ing in as 2nd Runners Ups. 

The judging for the Acumen 
debate series was done in three sep- 
arate lots. The panel for the first 
semi finals comprised Bharat Banka, 
Joint President (Group Finance), 
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bt eve 


Baijayant Panda, Member of Parliament 


Aditya Birla Group, Pallav Moitra, 
Associate Publisher, Business 
Today, and Shivani Lath, Special 
Correspondent, Business Today. 
The second semi-final was judged 
by Ashish Dikshit, Principal 
Executive Assistant to Chairman, 
Aditya Birla Group, Sunil 
Srivastav, Senior УР & Group Head 
(Corporate Relations & Business 
Development), SBI Capital Markets, 
and Krishna Gopalan, Assistant 
Editor, Business Today. 

The panel of judges for the 
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Acumen 2006 B-School Alumni Quiz Winners: Vishwajeeth (extreme left) and 


Prasad Shetty (extreme right), with Santrupt Misra, Director, Aditya Birla 
Group; Baijayant Panda, Member of Parliament; Pavan Varshnei, Publishing 


Director, Business Today 





Acumen 2006 Bumper Prize Winner: Harsha Bhogle, Host, Acumen 
2006 giving away a Lenovo laptop to the winner of the Audience Bumper 
Prize during the grand finale 


debate finals comprised the for- 
midable Santrupt Misra, Director, 
Aditya Birla Group, Sunil Alagh, 
Chairman, SKA Advisors Pvt. Ltd, 
and Sanjoy Narayan, Editor, 
Business Today. 

Finally, after all was said, done, 
and fought for, audience and par- 
ticipants were addressed by Pavan 
Varshnei, Publishing Director, 
Business Today, followed by an- 
other special address by Santrupt 
Misra. The keynote address for the 
evening was presented by Chief 


Guest for the event, and Member of 
Parliament, Baijayant Panda. The 
winners of B-school Quiz, Debate 
and the B-school Alumni Quiz were 
presented prizes from Van Heusen, 
Lenovo and Philips by all three gen- 
tlemen. The winners of a special 
audience bumper-prize took home 
a Lenovo Laptop and a mega 
wardrobe voucher from Aditya Birla 
Group-owned brand Van Heusen. 
CNN-IBN was the media partner and 
Pagalguy.com was the online media 
partner for the event. Ш 
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RAMEN SARKAR 


What To Do At The Top? 








There is enough liquidity and a sizzling corporate performance to 
match. Bottom line advice: rein in your excesses. CLIFFORD ALVARES 


IVE MONTHS AFTER THE 

sudden sell-off in May 

2006, when speculation 

and over-leverage undid 

even some savvy investors, 
the market bounced back in quick 
time to its all time high. So swift 
was this recovery that most investors 
were left sitting on the fence, waiting 
for an opportunity to buy. As mar- 
kets at all-time highs usually go, it’s 
no wonder investors are returning by 
the droves. But behind the market's 
new milestone lies a note of cau- 
tion: rein in your excesses. 


Sure, there’s plenty happening to 
warrant the confidence. Sure, cor- 
porate profits have been excep- 
tional—indeed as good as it could 
get—and foreign investors continue 
to be charmed by the great Indian 
story, investing more than $4.3 bil- 
lion (Rs 19,350 crore) in the last 
four months. Gross domestic prod- 
uct (GDP) growth rates have never 
been better at 8.9 per cent in the 
first quarter, driven by the booming 
manufacturing and steady services 
sectors. Sure, the Sensex is looking 
better each passing day. 


But the truth is: valuations, that 
ultimate barometer by which you 
gauge whether the stock you buy is 
cheap or not, stands at 21 times 
trailing earnings for the Sensex. 
And that's not really cheap. "Let's 
not forget that the main strength of 
this market is foreign funds and 
strong liquidity," says R. Sreesankar, 
Head (Research), it&rs Investsmart. 
But signs are the valuations are 
beginning to look a lot more ex- 
pensive than say a year ago. “The 
valuations aren't that cheap," con- 
tinues Sreesankar. 
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Peak Performance 
The Sensex has surged from one high to another. 


"Foreign investors propelled the markets to 
; another all-time high. The highly leveraged 
, market, however, tumbled as Fils sold some : 
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| 113 trading days to re-gain | 


: sharply. But stock valuations, : 
| however, look stretched — 








Not Easy Now 

The stiff valuation of this market 
does not make stock investing par- 
ticularly easy for you, While a rob- 
ust second quarter earnings has 
prompted brokerages to pull out 
their spreadsheets and re-calculate 
and upgrade the earnings estimates 
for the Sensex, these higher numbers 
have yet to make the market watch- 
ers feel comfortable enough. Even 
after the upgrades, the consensus 
earnings estimate for 2006-07 is 
somewhere around Rs 690-700. 
Motilal Oswal, in a report, reck- 
ons it more precisely at Rs 692 for 
2006-07. But the all-important for- 
ward PE of the market at the 13,190 
level stands at a lofty 19 times earn- 
ings. On the other hand, the mar- 
ket's historical average PE has been 
just about 15 times. 

But despite the higher РЕ ratios, 
it’s unlikely that the market will 
revert to its average mean because of 
the higher growth rates of the 
Indian corporate sector. Earnings 
in the latest quarter have been up 23 
per cent for the Sensex stocks, 
which is higher than the market’s 
price earnings ratio. So, analysts 
reason that the valuations are not 
all that out of syne. Says Nitin 
Raheja, Chief Investment Officer 
(Equities), Dawnay Day av: “It all 
depends on what you look at in the 
market. Various sectors have con- 
tributed to the growth of the index 
at different times like banking now 
and тт before this. It’s backed by 
good reason.” 


Of Risks... 

But the risk-reward ratio probably is 
still skewed towards stocks. Of 
course, stocks are volatile as they 
have been especially during the last 
few years. They are more volatile 
than bonds, though bonds are 
equally volatile than many investors 
seem to realise going by their price 
movements in the markets. But the 
real risk for investors is when long- 
term returns do not keep pace with 
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inflation. Raamdeo Agarwal, joint 
Managing Director, Motilal Oswal, 
reckons that the investing now is still 
tilted towards equity as compared to 
debt, despite the recent run-up of 
the market. 

Agarwal compares the price 
earnings of the current market with 
the 10-year bond valuations. A bond 
valuation can be figured out by 
dividing its price, say Кз 100, by 
the yield or interes: it fetches. 
Currently, the 10-year government 
bond yield is around 7.5 per cent, 
which works out to 5.25 per cent 
post-tax for the 30 per cent tax 
bracket. If you divide 100 (the price 
of the bond) by its post-tax yield of 
5.25, the 10-year bond РЕ would 
work out to 19 times. However, 
the one-year forward valuation of 
the Sensex also stands at 19 times. 
By that yardstick, Agarwal con- 
cludes that the market is not over- 
priced and over the distance can 
do well. “In a bond market, one 
can barely preserve the purchasing 
power of money,” surmises 


Agarwal, “but with stocks one can.” 


..And Rewards 

But the all-important question: what 
future returns can one expect? Over 
the last 10 years, the Sensex’s rolling 
returns, which is the average annual 
returns generated every year as on 
October 2006, is about 20 per cent 
per annum. A bulk of this was gen- 
erated in the last four years as the 
Sensex gave negative returns in the 
three preceding years before that. A 
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EXPERT'S PICK 


R. Sreesankar, Head (Research), 
IL&FS Investsmart 





combination of earnings growth as 
well as expanding valuations, as the 
PEs doubled from 10 to 20, have 
been major reasons for fabulous ret- 
urns in the last four years. 

Perhaps there’s a reason for 
some of the stocks or sectors to do 
better than others. Some of it, for 
now, has a lot to do with laws of 
demand and supply and the stock 
market is no exception to this. Over 
the last one year, it was the big 
Sensex companies or the large non- 
Sensex companies that saw huge 
amount of inflows as the demand 
for liquid companies in which for- 
eign investors could enter and exit 
easily were in great demand. 

As of now, though, there’s not 
much of an elbow room for an 
upward expansion in the valua- 


Reliance Industries 
Strong cash flow; retail 


venture promising 
Revenue* Rs 89,127.5 crore 
Net profit* Rs 9,069.3 crore 
EPS Rs 68.4 
Price Rs 1,290 
Market Cap Rs 1,79,804 crore 
*2005-06 Price as on Nov. 7, 2006 
Subex Azure 

Integrating software divisions 

to perk up business model 
Revenue* Rs 181.2 crore 
Net profit* Rs 39.2 crore 
EPS Rs 9.6 
Price Rs 589 
Market Cap Rs 2,046 crore 
*March 2006 Prices as on Nov. 7, 2006 


tions of the big companies. If all 
things remain equal, a PE expan- 
sion from the current levels of 21 
to, say 25, will yield a return of 
19 per cent, which is not that sig- 
nificant given that stocks are such 
risky assets. Besides, it means valu- 
ations will get to precariously higher 
levels. Says Manish Chokani, 
Managing Director (MD), Enam 
Financial Services: *The bigger 
stocks will probably not perform as 
well if there's just a steady expan- 
sion in earnings. It’s better to focus 
on the pay-back from companies 
irrespective of what happens to 
the market." 


Margin Of Safety 
Perhaps a more significant strategy 
for an investor is to seek out those 
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Decoding The Sensex 


Good Returns... 
Returns from the Sensex averaged 20 per cent over the 
last 10 years, with occassional negative yearly return. 


59.42 #4 ов 








-23.02 
Figures in per cent 





Amtek Auto 
Rising exports of auto components to 
drive earnings growth 
Revenue* Rs 2,800 crore 
Net profit* Rs 251 crore 
EPS Rs 20 
Price Rs 329 
Market Cap Rs 4,044 crore 
* June 2006 Price as on Nov. 7, 2006 
JK Industries 
Restructuring its tyre business to 
enhance valuations 
Revenue* Rs 2,952 crore 
Net profit* Rs 17.5 crore 
EPS Rs 4.2 
Price Rs 134 
f Market Cap Rs 602 crore 
*Sept 2006 Price as on Nov. 7, 2006 


...Backed By Steady Profits... 
Earnings growth has been strong. Though expected 
to slacken next year, it is still first-rate. 


40 
* 33.9 


*Estimated Source: CLSA 


Figures in per cent 








...But Valuations Remain Key 


If the current PE sustains, the Sensex should soar. Else... 


PE 


Current 
6,010 
9,015 

13,000 












2007-08 







13,840 15,600 





15,025 





Source: Market data 


companies where there’s a big mar- 
gin of safety in both earnings and 
valuations, says Enam’s Chokani. As 
markets go higher, picking the 
right stocks for your portfolio gets 
harder and it becomes increasingly 
difficult to outperform the mar- 
ket. So, Chokani advices to pick 
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stocks that can double their earn- 
ings in the next three years where 
the valuations are lower. “This will 
give me a double comfort zone if 
anything should go wrong with 
the markets or future earnings. 
Over two to three years, it’s a bet- 
ter way to go.” 





Think Long Term 

What worries anybody, especially 
lay investors, are sudden sell-offs, 
such as the ones witnessed this May. 
These market crashes were essen- 
tially caused by a sudden offloading 
by global funds across the world. In 
less liquid markets such as India, 
they cause mayhem and the small 
investor begins to lose confidence. 
But if you play sufficiently for the 
long-term such short-term blips are 
the opportunities to grab. Besides, 
the impact of short-term volatility 
due to any adverse news gets red- 
uced over time. Says Raheja: “The 
best way to meet volatility is to inv- 
est for the long-term.” 


Diversify 

It’s the first defensive measure to fol- 
low in any market. With most 
stocks ruling at their all time highs, 
it becomes increasingly important to 
mix different stocks of growth that 
are reasonably valued without exp- 
osing your portfolio to a lot of risk. 
Some of the best moving stocks in 
the recent past have been the ones 
that are well-managed and are 
poised to grow by scaling up their 
operations and expanding into 
newer markets. Besides, this market 
has been awarding quality compa- 
nies with higher valuations, So even 
if you are looking into the vast tier 
of mid-caps and small caps, shortlist 
only among those that have a sound 
management and a good business 
prospects going forward. 


Hold Cash Too 

Opportunities in this market come as 
quickly as they go. As the economy is 
doing well and some of the growth 
companies already discovered by the 
market, much of the future earn- 
ings is already priced in. So, it’s prob- 
ably not advisable to hold all your 
assets in stocks. Keep a little cash for 
those small buying opportunities 
that could come by chance, advises 
Chokani. He reckons it’s good to 
keep about 20 per cent in cash. 


nti ICICI Very indi c 
Kotak Equity FoF-Growth _ 
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ICICI Bank Credit Cards. India's First Free for Life Credit Cards. 
Because free is the way to be. 
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“About 85 рег cent of returns 
depend upon the way assets 
are allocated” 

Mahendra Jajoo, Head (Fixed Income & 
Structured Products), ABN AMRO AMC 


is that you can save on loads. Entry 
or exit loads are charged whenever 
you invest in any fund, so if you 
choose three-four funds, you pay 
entry load that many times. On the 
other hand, entry load in a fund 
of fund is charged only once as 
most FoFs have a special service li- 
cence agreement (SLA) with fund 
houses where they invest. Among 
the early criticisms against an FOF 
were such double loads, but that's 
not a worry any more. 

There's also the advantage of 
tracking at one place. Different funds 
need extensive tracking, each sepa- 
rately and that could get tedious. 
But here a single-window tracking 
should help you keep tab of your 
returns in one go. "In fact, people 
also tend to like such product bec- 
ause they want this one-stop shop- 
ping,” says Jajoo. “Fund manager 
selection is also vital as perform- 
ance of a mutual fund depends on it. 
If you select a good portfolio man- 
ager, you may be able to achieve 
higher returns." An FoF chooses a 
portfolio manager for you through 
a better understanding of the market 
and allocating to the right funds. 
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"Careful management is neces- 
sary for FoF to prevent holding 
overlapping securities " 

Amar Pandit, Financial Advisor 

Myfinad 


For passive investors 

For now, however, the tax advan- 
tages in a fund of fund aren't avail- 
able like any other equity fund. 
Says Sandesh Kirkire, СЕО, Kotak 
Mahindra АМС, “While FoF helps 
diversify, the tax structure isn’t 
favourable.” The Kotak FoF invests 
in equity funds which have tax 
breaks, but the FoF that invests in 
them is considered a debt prod- 
uct and hence it attracts tax at 10 
per cent for long-term capital gains 
and at the normal slab rates for 
capital gains. 

Besides, diversity may not really 
be achieved if the underlying in- 
vestments are similar. Says Amar 
Pandit, Financial Advisor, Myfinad, 
“Careful management is necessary 
for FoF to prevent investment in 
overlapping securities. If there’s 
an overlap, performance will get 
hurt.” Besides, an investor will pay 
a management fee twice. “The ex- 
tra cost on account of manage- 
ment fees charged by the For does 
not make for a good investment,” 
says Pandit. Over the longer term, 
till such time FoFs establish a track 
record, it will be tough to gauge 


FUNDS ON TOP 
Prudential ICICI Very Aggressive Plan 


Style: Chooses fast growth, but invests only in 
Prudential ICICI schemes 

Drawback: No diversification between fund houses 
Fund size: Rs 9.54 crore 
Portfolio: 











Kotak Equity FoF 
Style: Bulk, in equity diversified schemes across fund 
houses. Allocates 65-75 per cent in large cap funds 


Drawback: Concentration skewed towards equity 

schemes, Little debt 

Fund size: Rs 77 crore 
rtfolio: SBI Magnum Equity 
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Pru ICICI Dynamic Plan —- 
8 


Reliance Equity 
Oppurtunities Equity 


HSBC India 7 
Opportunties Fund — 196, 


Net Current Assets 1.90 


FT India Dynamic PE Ratio FoF 
Style: Asset allocation based on the month-end 
weighted average PE ratio of the S&P CNX Index. 
Drawback: Invests in one equity and one debt fund 
Fund size: Rs 41.86 crore 

Portfolio: 


Franklin India 
Bluechip Fund 


Templeton's India 
Income Fund 





Figures in per cent Source: Company data 
them. Overall, the category has 
performed alongside the market 
(see Well Balanced). 

But for the uninitiated into mu- 
tual funds, where choosing different 
funds and understanding alloca- 
tions is unpleasant, fund of funds 
may be the answer. Even passive 
investors should find an FoF a wel- 


‘come attraction. Needless to say, 


it took care of Navin Singh's asset 
allocation like a breeze. 
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DSP MERRILL LYNCH 


EQUITY FUND 


DISCOVERING VALUE 





DSP Merrill Lynch Equity Fund holds a diversified portfolio, comprising large an 
up’ individual stock picking investment sty 


that are attractively valued relative to their 1 


Auto Debit facility available for Systematic Investment Plan (SIP) 


DSP 
Merrill Lynch 





Visit www.dspmlmutualfund.com M 1 T U A L F U N D 


For more information call: Ahmedabad: 3002 2855 * Bangalore: 3052 2855 • Chandigarh: 305 2855 • Chennai: 3918 2855 * Coimbatore: 653 2855 * Indore: 
301 2855 • Kolkata: 3058 2855 « Mumbai: 6657 8000 • Nagpur: 324 2855 • New Delhi: 3041 2855 • Pune: 3022 2855 * Secunderabad: 3251 2855 * Surat 


398 2855 * Vadodara: 308 2855 • Vashi: 3918 2855. Toll free: 1800-345-4499 (MTNL/BSNL lines) 044-3048 2855 (All other lines) or your nearest investment Me 


Boe su E i e = SS ыа ales او‎ е агу xU > 
DSP Merrill Lynch Equity Fund (DSPMLEF) is an open ended growth scheme, seeking to generate long term capital appreciation, from a portfolio that is substantially constituted of equity 
securities and equity related securities of issuers domiciled in India. Asset Allocation: Equity and equity related securities: Approximately upto 90%. Fixed income securities (Debt, securitized 
debt and money market securities): Approximately upto 10% Features: Minimum investment Rs.5000/- and minimum additional purchase of Rs.1000/- thereafter. Declaration of NAV on ай! 
Business Days. Redemption normally within 3 Business Days. Sale and Redemption of Units on all Business Days at Purchase Price and Redemption Price. Entry load of 2.25% (for 
investments< Rs. 5 crore) & 1% (for investments through SIP); CDSC-1.25% for SIP Investments-holding period < 2yrs Statutory Details: DSP Merrill Lynch Mutual Fund was set up as à 

st by the settlors, DSP Merrill Lynch Ltd. (DSPML) and Merrill Lynch Investment Managers LP, USA. Sponsors; DSPML, HMK Investment Pvt. Ltd. and ADIKO Investment Pvt. Ltd. 
collectively) (Liability restricted to Rs. 1 lakh). Trustee: DSP Merrill Lynch Trustee Company Pvt. Ltd. Investment Manager: DSP Merrill Lynch Fund Managers Ltd. Risk Factors: Mutual funds, 
like securities investments, are subject to market and other risks and there can be no assurance that the Scheme's objectives will be achieved. As with any investment in securities, the NAV ot 
Units issued under the Scheme can go up or down depending on the factors and forces affecting capital markets. Past performance of the sponsor/AMC/mutual fund does not indicate the 
future performance of the Scheme. Investors in the Scheme are not being offered a guaranteed or assured rate of return. The Scheme is required to have (i) minimum 20 investors and (ii) no 
single investor holding >25% of corpus. If the aforesaid point (i) is not fulfilled within the prescribed time, the Scheme will be wound up and in case of breach of the aforesaid point (ii) at the 
end of the prescribed period, the investor's holding in excess of 25% of the corpus will be redeemed as per SEBI guidelines. DSP Merrill Lynch Equity Fund is the name of the Scheme and 
does not in any manner indicate the quality of the Scheme, future prospects or returns. For risk factors related to trading in derivatives and overseas investments, and other scheme specific 
risk factors, please refer the Offer Document. For more details, please refer to the Key Information Memorandum cum Application Form, which is available at the ISC/Distributor. 
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Outward Bound, Ahoy! 


Fancy that Google stock or an apartment overlooking the Thames? No sweat. 
Now you can buy both, thanks to RBI’s new rules. ANAND ADHIKARI 


ONG AGO, INVESTORS COULD 
[= only Indian assets, їп 

Indian rupees. Buy a holiday 
house in Goa or hold equity in 
Indian companies or own mutual 
fund units. Today’s investors, how- 
ever, can aspire for global assets in 
various currencies. They can buy 
shares of Google or Microsoft in 
dollars, or own Arcelor Mittal in 
euros. For close to three years now, 
the Reserve Bank of India (RB) has 
allowed resident Indians to invest 
abroad and acquire foreign cur- 
rency assets. 

Now, however, the RBI has 
enhanced the limits and added to 
the smiles of Indian investors. 
Central bank governor Y.V. Reddy 
recently increased the overall rem- 
ittances limit from $25,000 to 
$50,000 (Rs 11.25 lakh to 
Rs 22.5 lakh), and expanded the 
scope to include direct investment 
in overseas equity, mutual fund 
schemes, real estate and all other 
capital transactions. 

Overseas fund managers are 
delighted. For Asian fund manager 
Ajay Srinivasan, Chief Executive 
of $400-billion (Rs 18 lakh crore) 
Prudential Corporation Asia, this 
spells opportunity. “It’s the right 
way to go. As Indian market grows 
and wealth increases, people defi- 
nitely want to start investing out- 
side,” he says. Now, Templeton, 
Alliance, Fidelity, Schroders, AIG, 
Jardine, Aberdeen too are said to be 
eyeing the Indian investor’s wallet. 


Options Galore 

Theoretically, investment across 
the international spectrum will re- 
sult in diversification, reduction 
in the level of various risks and a 
possible increase in the overall re- 
turns in the long run. “It offers a 
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“As Indian market grows and 
wealth increases, people definitely 
want to start investing outside” 
Ajay Srinivasan/ Chief Executive/ 

Prudential Corporation Asia 


Assets On the Other Side 





IWVASOD Hs53Kn 


“There is going to be more and 
better investment opportunities 
in India than overseas” 

John Band/ 

Cortex Advisory 


Weigh the opportunities and risks before investing overseas. 


OPPORTUNITY 





Overseas investments: Remittances scheme enhanced for resident individuals 
from $25,000 to $50,000 (Rs 11.25 lakh to Rs 22.5 lakh) per annum. 


RISK 


Currency risk: There’s currency risk to watch for. If rupee appreciates you will 
lose money, all other things remaining equal. And vice versa. 
Asset risk: As in any form of investing, the overseas assets you hold could 


tumble in value. 
ADVANTAGE 


Rupee diversification: For domestic investors, provides currency (dollar, euro 
or pound sterling) hedge if anything could go wrong with the Indian currency. 


DISADVANTAGE 


Transaction costs: The cost of transacting in global markets is high; 
brokerage and other maintenance charges higher. 


good diversification strategy in 
the sense that investors can take 
exposure in sophisticated prod- 
ucts abroad,” says S. Swaminathan, 
National Head (Mutual Fund), 


IDBI Capital Markets Services. 
But there's a whole lot of risks 
too. “You have to factor in the cur- 
rency risk. If rupee appreciates, as it 
did in the last couple of years, inv- 


estors will lose out,” observes Moses 
Harding, Executive Vice-President, 
IndusInd Bank. For example, if you 
invested $10,000 in, say, an apart- 
ment at Rs 46 per dollar, the out- 
flows would tot up to Rs 4.6 lakh. If 
the rupee appreciates to say Rs 44, 
when you remit the same $10,000 
(assuming the same price), you 
would get only Rs 4.4 lakh in India. 

Besides, investors are faced 
with other kinds of risks such as 
transparency and earnings growth. 
Swaminathan has a word of cau- 
tion: “International markets are 
also vulnerable to earnings, infla- 
tion, interest rates, political fac- 
tors, and currency risk.” 

But for those who are up to the 
challenge, especially the growing 
tribe of HNi investors, there are 
some opportunities available—a 
variety of sophisticated and spe- 
cialised mutual funds. Feeder funds 
are also expected to make their way 
providing another investment ave- 
nue. Returns of some foreign funds 
are phenomenal—up to 74 per cent 
(see Mutual Funds: The Top Funds). 
Apart from mutual funds, yet ano- 
ther product available is the global 
fixed deposit in strong currencies 
such as us dollar ($), euro (€) and 
pound sterling (£). In the past, 
Citibank was the only bank in the 
country marketing these global fixed 
deposits. The RBI guidelines initially 
allowed only the fixed deposit opt- 
ion to domestic investors in view of 
fear of safety and security. But the 
deposits were not very attractive 
earlier because the Us Fed rate was 
historically low at 1 per cent, 
though the rate now looks attractive 
at 5.25 per cent. 

Today, Citibank offers 4.87 
per cent interest rates for a six- 
month deposit in dollars. If you 
have a slightly longer term time 
horizon, you can earn 5.90 per 
cent in a Canadian deposit for one 
year. Pound sterling deposit of 
over a year offers 7.14 per cent, 
which is the highest. “Interest rates 





“You have a bigger and probably 
better universe of companies to 
choose from” 


Andrew Holland/ Executive Vice President/ 
DSP Merrill Lynch 


The All-Star Global 
Asset Menu 
Fixed Deposits: Take A Fixed Bet 


COUNTRY 6 MONTHS 1 YEAR 





US ($) 48 — 4.84* 
Australia (AUS$) 5.70 592 480 
Europe (€) 28 | 320 3% 
Canada (А) 379 378 5.90 
Hong Kong 3.43 3.60 1.61 
Figures in percentage (Nov '06) 

*For 9 months Source: Citibank 


Stocks: Plunge Directly 





Honda Motors 27 35 29.62 

BASG AG 68 8 27.94 

Colgate 53 64 20.75 

Palmolive ; | 

Novartis 54 60 11.11 

Timken 28 29 3.57 
*Stock prices in $ ^ |n per cent 

Source: NYSE 

Mutual Funds:The Top Funds 





US Global Investors Gold Scheme 74 


Profunds Real Estate Fund 52.54 
Eaton Vance Greater India 49 
Evergreen Emerging Markets 46.65 
T Rowe Price Latin America 4542 
Figures in per cent Source: Morningstar 


INVASOO HSAWO 


abroad are not very attractive for 
domestic investors. If one really 
has a very pessimistic view of the 
Indian economy, then the diversi- 
fication into global markets makes 
sense," says a banker who did not 
want to be named. 

As far as stocks were concerned, 
the RBI earlier allowed investment in 
multinational companies with 
Indian subsidiaries. Here again, 
though, the investor needed to have 
an appetite for risk and an urge to 
get a piece of global companies. 
But now stocks of Google and 
Microsoft can be easily purchased 
so long as they come under the 
overall ceiling of $50,000 (Rs 22.5 
lakh) per annum. As you can imag- 
ine, the universe of stocks across the 
globe is huge. “You have a bigger 
and probably better universe of 
companies to choose from," says 
Andrew Holland, Executive vp at 
psP Merrill Lynch. 


Not So Soon 


For now, with the Indian stock 
markets doing well, most investors 
prefer to own assets they know and 
understand. John Band of Cortex 
Advisory reacts by saying it doesn't 
make any sense to invest abroad. 
“Indian economy is growing faster 
than many other economies in the 
world. There is going to be more 
and better investment opportuni- 
ties here than overseas," says Band. 
Harding, too, pitches in by saying, 
“when return on investment is much 
higher in the domestic market, why 
should one invest abroad and also 
take a currency risk?" 

Valid point. In a bullish market 
or buoyant economy, people don't 
necessarily think of reducing risk 
and investing abroad. But sooner 
or later, the opportunity to diversify 
assets will be felt, especially as other 
foreign markets turn attractive. Says 
Srinivasan: “I think the time will 
come when people will want to 
diversify and look for opportunities 
abroad." Indeed. 
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High Sugar, No Problem 


The new diabetes care policy fills a gap. Tip: Watch the premium. SHIVANI LATH 


eight people who can’t stomach 

the sugar, and are paying huge 
drug bills and doing the rounds of 
laboratories testing blood and col- 
lecting reports, there’s welcome news. 

ICICI Prudential Life Insurance 
has launched a new diabetes insur- 
ance policy which covers diabetics. 
But like most other health insur- 
ance products, this does not reim- 
burse the traditional way after sub- 
mission of bills, but pays the sum ass- 
ured at the time of detection of any 
diseases that strike as a result of the 
diabetic condition. The idea beh- 
ind the product, says N.S. Kannan, 
Executive Director, ICICI Prudential 
Life Insurance, is that “diabetics are 
expected to pay three times the pre- 
mium in a life insurance scheme 
simply because they suffer from an 
ailment that is pre-existing.” 

The diabetes care policy is des- 
igned to cover not just the type 2 
diabetics but also the high sugar 
(pre-diabetes) patients in order to 
incentivise them to control the con- 
dition. The package, therefore, pro- 
vides not just a reimbursement but 
an incentive scheme which provides 
the patients three free medical exa- 
minations a year at any of the 
Wellspring or Metropolitan labo- 
ratories, which the company has 
tied up with. “To increase the eco- 
nomic incentive, these laboratories 
will also collect the blood samples 
from the patients’ homes for no 
charge,” says Kannan. 

The scheme works such that if a 
person shows that he has been able 
to control the condition (on various 
parameters determined by the doc- 
tors), he gets a 30 per cent discount 
on the premium of the next year, 
depending on the age and extent of 
control (see Diabetes Care). 


[: YOU ARE ONE OF THOSE ONE IN 
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Diabetes Care 


Base premium to be paid for 

three age groups for a sum assured 
of Rs 3 lakh and the reduction 
possible after one year if the 
insured shows good control over 
his/her diabetes. 


BASE PREMIUM" 












AGE (YRS PREMIUM 
WITH MAXIMUM 
REDUCTION AFTER 


YEAR 1* 


Rs 9,562 












35 Rs 11,250 








45 Rs 16,072 | Rs 12857 
55 Rs 23,900 Rs 16,730 
3 1 Are you a diabetic? Now, worry less 
*Rates are inclusive of service tax and education cess 
Health Assure 
COVERED TILL 60 YRS OF AGE COVERED TILL 65 YRS OF AGE 
ENTRY AGE (YRS ANNUAL CRITICAL ILLNESS ANNUAL CRITICAL ILLNESS 
PREMIUM* BENEFIT PREMIUM” BENEFIT 
35  Rs4505 Rs Slakh | Rs 5,305 Rs 5 lakh 
40 Rs 5,385 Rs 5 lakh Rs 6,350 Rs 5 lakh 
45 Rs 6,585 Rs 5 lakh Rs 7,750 Rs 5 lakh 


“Premiums are for healthy males, excluding service tax and education cess 
Premium rates are reviewable every five years from the policy inception 





Cancer Care 

ENTRY AGE (YRS) ANNUAL PREMIUM MALE" 
FOR Rs 10.00.000 SUM ASSURED 
COVERED TILL COVERED TILL 
65 YRS OF AGE 70 YRS OF AGE 

25 Rs 2,918 Rs 3,428 

35 Rs 3,692 Rs 4,437 

45 Rs 5,770 Rs 6,681 


*Premiums are excluding service tax and education cess 





ANNUAL PREMIUM——FEMALE* 
FOR Rs 10,00,000 SUM ASSURED 
COVERED TILL COVERED TILL 
65 YRS OF AGE 70 YRS OF AGE 


ENTRY AGE (YRS) 














25 Rs4.525 Rs 4,966 
35 Rs 6,583 57,093 
45 Rs 9,719 Rs 10,170 


Premium rates are for yearly mode of payment and guaranteed for the first five years and thereafter, is annually reviewable 


The sum assured, which could 
be Rs 3 lakh, Rs 5 lakh or Rs 10 
lakh, is paid out the moment a pat- 
ient is detected with any of the six 
ailments—heart diseases, bypass, 
stroke, kidney failure, major organ 
transplant or cancer. The scheme 
also includes a 10 per cent rider, of 


the sum assured, to cover two com- 
plications that arise out of dia- 
betes—eye defects that may need 
laser treatment or limb dysfunction 
that require amputation. 

ICICI Prudential has also tied 
up with Wockhardt, Nicholas 
Piramal, Biocon and Johnson & 


Johnson to provide policyholders as 
much as a 25 per cent discount on 
oral drugs, insulin strips and glu- 
cometers. “We have also tied up 
with 75 gyms across the country 
which will give discount member- 
ships to the policyholders,” adds 
Kannan. The policy is available for 
a term of five years for people bet- 
ween the ages of 25 and 60, who 
already suffer from adult diabetes or 
impaired glucose tolerance (com- 
monly known as high blood sugar). 

The company also has a 10-year 
and 20-year general health plan 
called Health Assure to cover critical 
illness for normal people between 
the ages of 18 and 55, with the max- 
imum age at maturity being 65. The 
minimum sum assured is Rs 1.5 lakh 
and the maximum is Rs 10 lakh. 

In April this year, it launched a 
10-year cancer care policy for peo- 
ple between 20 and 55 years, with a 
minimum coverage of Rs 5 lakh. 


Movies so good you won't want to miss a minute 





medical expenses” 


“Only about 35 per cent of the sum assured is actually used for 


N.S. Kannan/ Executive Director/ ICICI Prudential Life Insurance 


The idea is to enable patients to 
get the money when they are de- 
tected with the disease, rather than 
on submission of bills. *We've 
found that only 35 per cent of the 
sum assured is used for medical ex- 


Fuaru Qiindau thie Navamhor 


penses, w hile the rest is used by the 
family to meet related expenses 
such as travel," says Kannan. 
Meanwhile, let's hope the diabetes 
care policy actually encourages peo- 
ple to stay healthy. 
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Really Burns a Hole 


Credit card debt is expensive. Pay up in full. 


CLIFFORD ALVARES 


F YOU ARE USING YOUR CREDIT 
È like it is ready cash, then 

you are headed for trouble. Just 
ask Sangeeta Nachnani. Generally 
choosy about spending big, Sangeeta 
bought clothes and jewellery worth 
Rs 65,000 last year for her wed- 
ding and charged it to her credit 
card. One year down the line, she is 
still paying off her dues. Worse, 
after shelling out more than 
Rs 20,000 in interest charges over 
the year, Sangeeta’s dues have barely 
nudged down and she continues to 
owe a hefty Rs 52,000 on her card. 
Her total bill so far: Rs 85,000. 

But her bill might rise further. 
Sangeeta has been using the rev- 
olving facility on her credit card, 
which allows her to pay a mini- 
mum of 5 per cent of outstanding 
dues. Revolving allows card holders 
to roll over part of the bill to the 
next month with a low repayment 
of 5 per cent, thus totting up huge 
interests costs, besides adding to 
the outstanding tenure. 

Perhaps this is a familiar lament 
of most card holders. That three-by 
-two-inch plastic in your wallet 
might appear as the most innocuous 
thing to use when you are out shop- 
ping. True, it’s a handy tool if you 
know how to use it. But if you 
don’t, credit cards can make you 
lose financial control, and in the 
bargain even cost you a bomb. 

That’s because the interest rate 
on the plastic card is a high 2.95 per 
cent per month, which might not 
seem like too much at first glance. 
But on a compounded annual basis, 
the usual way in which banks quote 
interest rate on loan products, the 
interest rate works out to a whop- 
ping 42 per cent per annum—more 
than four times a typical home loan 
interest rate or about twice that of a 
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True costs 





If service tax (ST) on interest is included to the true costs, the effective 


annual rate shoots up. 


Interest rate (per month) 
Annual rate 
Effective rate including service tax 


Credit blues 


An illustrative example for purchases worth Rs 50,000. 


Interest rate 

Service tax rate 

Interest charges 
Service tax 

Total outstanding 
Minimum payment due 





With ST Without ST 
2.95% 2.5% 
41.7% 34.5% 
47.8% 39.4% 


2.95 % 
12.24 % 
Rs 1,475 _ 
Rs 181 

Rs 51,656 
Rs 2,583 


How much interest will be charged the first year? 


If you paid the minimum payment due 


If you paid 20 per cent of outstanding each month 


Rs 16,000. 
Rs 7,637 


How long would it take to clear the balance? 


If you paid the minimum payment each month 
If you paid 20 per cent of outstanding each month 


personal loan. 

Besides, paying only the bare 
minimum of 5 per cent to keep 
your credit card going, could take 
years before you repay all your out- 
standings. A bill worth Rs 65,000 
can take as long as 28 years to 
repay, at the minimum rollover lev- 
els of 5 per cent. Instead, the credit 
card balance that should be paid 
off in full gets stretched for years. 

"That's not all. It's not just the 
interest charges on the credit out- 
standing that you are paying. Card- 
holders have to pay an additional 
service tax of 12.24 per cent (inc- 
luding surcharge and cess), on the 


27 years, 6 months 
2 years, 8 months 


monthly interest costs. By adding 
that to the interest cost of 2.95 per 
cent, the actual rate shoots up to a 
high of 3.3 per cent per month, or, 
on a compounded basis, close to a 
whopping 48 per cent annum. 

Of late, Sangeeta has upped her 
repayments from the minimum of 5 
per cent to a fixed sum of 
Rs 15,000 every month and hopes 
to cut down to zero debt in about 
five months. To top it, she decided 
to use the free credit period of 45 
days to the hilt, and pay up all new 
credit card charges in full. She's 
learnt the hard way, but she has 
learnt just the same. 
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MF SCOREBOARD: OCTOBER 2006 


The top five performers category-wise. 


RANK SCHEME NAME 





DIVERSIFIED EQUITY 

1  — Prudential ICICI Service Industries Fund-Growth _ 
2 UTI India Advantage Equity Fund-Growth 

З SBI Magnum Global Fund 94-Growth - 

4 Principal Junior Cap Fund-Growth — — 

5 SBI Magnum Comma Fund-Growth 


ELSS 

l Principal Personal Taxsaver__ 
2 Canequity Taxsaver 

3 Principal Tax Savings Fund 
4 
5. 





Birla SunLife Capital Tax Relief 96 
Kotak Taxsaver-Growth 


SECTOR FUNDS 

1 Prudential ICICI Technology Fund-Growth 

2 SBI Magnum Sector Umbrella-Infotech 

3 UTI Growth Sector Fund-Software-Growth — — — 
4. - Franklin Infotech Fund-Growth — — 

5 DSPMLTechnology.com Fund 


BALANCED FUNDS 
HDFC Balanced Fund-Growth — — — 
___ FT India Balanced Fund-Growth 


i 

2 —— ЧИ 
3 Franklin India Balanced Fund- Growth ERN 
4 
5 


Sundaram BNP Paribas Balanced Fund- Growth - 
Birla SunLife 95-Growth 


MIP 

1 DWS MIP Fund-Plan A-Growth 
2. Reliance MIP-Growth — — 
S HSBC MIP-Savings Plan-Growth _ 
4 Bin 

5 Hil 








Birla MIP II-Wealth 25-Growth 
FT India MIP-Plan A-Growth - 





INCOME FUNDS 
1 Libra Bond Fund-Growth 


2 ABNAMRO Flexi Debt Fund-Growth _ 


3 DWS Premier Bond Fund-Regular Plan-Growth - 
4 Prudential ICICI Income Fund-l P-Growth 
5 


Tata Income Plus Fund-RIP-(Option A)- Growth 


LIQUID FUNDS 
_ Birla SunLife Cash Manager-I P-Growth __ 3 


1 

2 HDFCCash Mgmt Fund-Savings Plus- -Growth _ M 
3 HDFCCash Mgmt Fund-Call Plan-Growth · 
4 
5 





~ Prudential ICICI Liquid Plan- Fi-Grwth — — 
JM Money Manager Fund-Super Plus Plan-Growth - 
Absolute returns percentage as of October 31, 2006 Source: MutialFundsindi. com 


SECTOR WATCH 


Building Transparency 


The draft housing policy spells more clarity for home 
buyers, but prices are unlikely to fall. 


F THERE IS ANYTHING FOR THE HOME BUYER IN THE 
recent Maharashtra government's draft housing pol- 
icy, it is this: more transparency. Buyers can now be sure 
of getting a fair quote across projects and also of better 
quality construction. Builders, too, have welcomed 
the move. Says Niranjan Hiranandani of Hiranandani 
Construction: “For the first time, we have a policy 
that talks about improving the housing situation holis- 
tically with clear timelines. It’s a welcome policy.” 
While the draft policy outlines the housing road 
map of the state, it’s unlikely that housing prices are 
going to come down. Additional development allowed 
in terms of an additional floor space index (FSD) has 
been very marginal in the suburbs, and is not going to 











Price neutral 


Builders to quote carpet area soon, but it will 
not alter the final price. 


Super built-up Built-up 


Includes House walls 







Area (sq. ft) 
Price (sq. ft) 1,429 


Cost of 2-bedroom — Rs30lakh «RSD lakh | Rs 30 lakh 
add much to available space. Says Hiranandani: “The 
additional FSI issue has not been addressed, which 
was crucial for increasing space. In places where land 
would be freed and available, prices could come 
down.” But generally, prices in most areas will move 
as per demand and supply. 

Another clause will make it mandatory for builders 
to quote prices based on carpet area. Until now, they 
have been quoting super built-up and built-up area 
prices to make the housing prices appear affordable. 
Built-up area accounts for the house walls and super 
built-up for the staircase garden and other spaces. 
By including these, it would seem that the buyer is buy- 4 
ing a larger area at better rate, which is not the case. | 

By compelling builders to quote the carpet area, 
which is the actual living area inside the house, the | 
draft housing policy has made home buying trans- 
parent and uniform across builders. Says 
Hiranandani: “Earlier, we used to buy petrol by | 
the gallon, now we buy it by litres. It’s just ап \ 
adjustment and won't change anything." 

CLIFFORD ALVARES 
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HUNTING JOBS 


Hunt I hat Dream Job, Smartly 


Millions of new jobs are pex 
smartest ways to zero in on them? 


SOUMIK KAR 


"We are not looking 
We look at people from eclectic backgrounds’ 


Benaifer Reporter/ Vice President (HR)/ Rediffusion Dentsu Young & Rubicam (India) 


HESE ARE THE BEST OF 

times for job seekers. 

There are, literally, 

thousands of new jobs 

being created every 

day; executives across the hierar- 

chy are switching jobs every other 

day; and it’s not uncommon for 

people in some industries to be jug- 

gling multiple offers at the same 

time. But the point is: what’s the 

smartest way to take advantage of 
this boom? 

“Ideally, an individual needs to 

set goals (learning, job satisfaction, 

challenges, growth, family) at dif- 





only at traditional advertising people any more. 


ferent stages of his/her career and 
monitor achievements and accom- 
plishments. Think of a switch when 
your employer does not provide 
opportunities to strike a balance 
between these,” says Pramod 
Fernandes, Director (HR), EMC India 
and $ААКС. Adds Ronesh Puri, 
Managing Director, Executive 
Access, an executive search firm: 
“You must look for companies that 
are most likely to help you achieve 
your career goals.” 

MNCs are queuing up to establish 
their presence in India; most senior 
management personnel at these 


DEEPAK G. PAWAR 


created every year. So, what are the 


companies focus on execution of 
strategies devised by their respective 
head or regional offices located 
abroad. “I wanted to focus on dev- 
ising strategies rather than taking 
orders from someone in the us," 
says Rathi Dasgupta, 43, who 
moved as General Manager, Intec 
India, a telecom billing solutions 
firm, earlier this year, from his pre- 
vious job as Director Engineering, 





t 


"A buoyant market allowed me 
to take a high-risk, high-return 
approach to my career” 


Jai lyer/ Head (Sales & Marketing)/ 
Magic Lamp Software 


It’s not uncommon for people in some industries 
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Target. “There are relatively few 
opportunities at the senior man- 
agement level and it’s important to 
grab them when they come knock- 
ing,” he says. 

Hari Abburi, Director (HR), India 
and Southeast Asia, Baxter India, 
a medical products and services 
company and subsidiary of Baxter 
International Inc., says the smartest 
way for senior management per- 
sonnel to switch jobs is to lend 
themselves and their names to in- 
dustry associations and, thus, create 
a brand pull. *What is important 
here is professional networking and 
visibility in industry associations, 
forums and seminars. At the senior 
level, these are what drive your 
market value," he says, adding that 
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THE SMART JOB SEEKER'S CHECKLIST 

m Set goals and look for companies that can help you fulfil them. 

wm Choose one or two headhunters only; don't hand out your CV like confetti. 

ш Increase your visibility within your industry by joining industry associations and 


playing an active part in them. 


m Discuss quality of work, quantity of work, compensation and growth prospects with your 


prospective employer. 


m Carry out a thorough background check on the reputation of and environment within the 


company you wish to join. 


A 


Ls 
Р 


чом 


more often than not, this visibility is 
enough for one to be noticed and 
approached by potential or desired 
employers. Otherwise, one will need 
to network with one or two premier 
executive search firms because most 
large recruiters today prefer to eng- 
age search firms that specialise in 
senior-level recruitments. 

“Money is not the prime consid- 
eration when you make a move at a 
senior level; the focus is on job sat- 
isfaction and the role you play within 
the top management,” says 
Shivashankar Vasanad, Director, ОА, 
(Quality Assuarance) at EMC India, 





who moved from Symphony Services 
a month ago. The industry veteran, 
who has worked for companies such 
as Sun Microsystems, says he made 
the move so that he could work 
closely with top technical talent in a 
software product environment. His 
take on smart career moves: “Keep 
track of what is happening within 
your company and the industry and 
take note of early signs of job dissat- 
isfaction; this may indicate it’s time to 
make a switch. It is better to take a 
call early and switch jobs rather than 
remaining with a company where 
you are miserable.” 


_ to be juggling multiple offers at the same time 
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Mallika Vyas joined TCE 
Consulting Engineers, a 100 per 
cent subsidiary of Tata Sons, as 
General Manager (HR) 14 months 
ago; this is her third job in nine 
years and she’s very clear about why 
she took up each job and also why 
she moved. “I am now part of the 
leadership team here and play a part 
in formulating business strategy,” 
she says. “One must always map 
one’s priorities and see how they 
align with personal career goals.” 

“You have to be much more 
careful and cautious while looking 
for a job at the middle management 
level because the market has plenty 
of loose designations and loosely-de- 
fined roles. It’s important for you to 
first zero in on the sector that you 
want to work in and, preferably, 
also the companies you would like to 
work for,” says Abburi. Next, do 
some research on your prospective 
employers and on the role you can 
play there. Then comes the ques- 
tion of approaching them. Here 
again, the preferred channel is 
through headhunters. So, go to the 
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headhunters with a good idea of 
the sector and the companies you’d 
like to work for. The other way is a 
simple cold call if you are certain 
that the company is looking for a 
person to fill the role that you desire. 

“By and large, the kind of rec- 
ruitment we are doing these days is 
different. We are not looking only at 
traditional advertising people any 
more; we hire people from back- 
grounds like research, marketing 
or consulting and there are people 
who have approached us from those 
fields,” says Benaifer Reporter, Vice 
President (HR), Rediffusion Dentsu 
Young & Rubicam (India). The 
implication for the smart job seeker: 
conduct a brutally honest SWOT 
analysis on yourself and see if you 
can fit into another industry that 
needs your skill sets and decide if 
you want to move. 

“There are, mainly, five factors 
an employee considers: quality of 
work, quantity of work, compen- 
sation, career growth and environ- 
ment and “hygiene factors” like 
relationships with one’s superiors. If 


any three of these factors do not 
work for an employee, then the 
smart thing to do is to explore 
other opportunities,” says Anish 
Singh, СЕО, Techbridge Networks, 
a Bangalore-based HR outsourc- 
ing company. 

In early October, Jai Iyer, a 
28-year-old code jock in Bangalore, 
decided to chuck a job with Sun 
Microsystems and move to Magic 
Lamp Software, a relatively unk- 
nown start-up in Bangalore. “A 
buoyant market allowed me to take 
a high-risk, high-return approach 
to my career,” he says. It was the 
chance of working with a poten- 
tial winner and that too with friends 
that prompted him to make the 
switch. “There are many opportu- 
nities to try out new things; and 
given the growth of the industry, it 
won't be very difficult to revert to a 
comfortable job if the switch doesn’t 
work out,” he adds. From a rela- 
tively junior role at Sun, lyer moved 
into a more responsible position at 
Magic Lamp, where he looks after 
sales and marketing; since it’s a 
small start-up, he also continues to 
be a code jock. 

Arvind Mishra, Executive Vice 
President and Global Head (Talent 
& Change), Polaris Software 
Laboratories, has a contrarian take 
on this. “Companies are expand- 
ing aggressively and this is throwing 
up massive growth opportunities. If 
you stay on for five-to-six years in a 
company, and you’re good at your 
job, there will definitely be addi- 
tional responsibilities (and growth) 
coming your way.” 

“Always discuss options with 
your current employer before taking 
a decision,” says Hari T., Director 
and Senior УР (HR) at Satyam 
Computer, adding that the smart 
executive will always weigh all the 
options before taking the plunge. 

REPORTING BY KAPIL BAJAJ, 
RAHUL SACHITANAND, E. KUMAR 
SHARMA, NITYA VARADARAJAN, 
AND DEEPTI KHANNA BOSE 
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Conscience Careers 


There’s a niche demand for CSR professionals. 


I INC, IS TAKING ITS CORPORATE SOCIAL RESPONSIBILITY 
(CSR) rather seriously these days. Result: a niche, 
but growing demand for professionals who can drive 
projects in this space. There is demand for personnel to 
work in the areas of both planning and project imple- 
mentation at the ground. “The scope of the job ranges 
from creating programmes with deep and sustainable 
impact on society and includes having to conduct ext- 
ensive surveys, creating networks with important stake- 
holders, advocacy and lobbying, and implementation," 
says Badri Agarwal, President, Bharti Foundation, 
Bharti Enterprises’ CSR Arm, which provides elementary 
and higher education to underprivileged children. 
Though the desirable professional degree for a CSR 
job is a Master in Social Work (MSW), Agarwal says peo- 
ple from various other fields can contribute significantly 
as well. “We see a large number of management per- 
sonnel, economists and communications professionals 
entering the field,” he adds. 

SHALEEN AGRAWAI 


FACT BOX 


WHO'S HIRING: Corporate houses across the board like Bharti Airtel, the 
Tatas, NGOs and development agencies. 


WHO'RE THEY HIRING: Development sector specialists, Masters in Social 
Work, and Communications, management and finance ce professionals, _ 


| Ai LE Wr s taking pa cst ary, 
at junior, middle and senior 


Bini aac TE 
annum; mid-level salaries range from Rs 6-15 lakh p.a.; and senior 
pros with brand equity in the sector can get up to Rs 50-60 lakh p.a. 


AND THE NUMBERS: Given the fact that almost every large company in 
Indis jumping onto the bandwagon, there could be opportunities for 
- 1,000 CSR pros a year. 





COUNSELLING 


HELP 
TARUN! 


Q: | am a 25-year-old management graduate working 
with a call centre for three years now. | have little prospect 
of growth in my present job. Should | move to another BPO 
firm that offers better growth opportunities or leave the sec- 
tor and look for a job in some other IT-based industry. 

If you like working in a BPO environment then it 
makes sense to look for a job in another BPO company 
that will offer you better prospects. However, if you 
are in general dissatisfied with working in a BPO 
company, then you should look outside the sector, 
depending on what your long-term aspirations are. 


Q: | am a 32-year-old chartered accountant working for an 
MNC bank. І have seven years of work experience. Since 
| am extensively involved in the HR practices of the com- 
pany, | feel ап MBA with specialisation in personnel man- 
agement will help me grow further. 

A specialisation in HR is not required for the kind of 
issues you are handling in your present job. But if you 
are keen on a career in finance, then do an MBA with 
specialisation in finance. This will also teach you 
facets of HR management. Since you already are a CA 
and if you do not wish to pursue a full-time MBA, you 
can do a part-time course on HR management to 
help you do your job better. 

Answers to your career concems are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 

c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 





SMS “HIRE BT" to 3636 
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Caught in the wr ong job? Log on to monster.com 
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Our sharp search engine 


finds you the right job. Always d uk 


"IPIE! * 
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Business, (B2B) 
to the mortgage 






as of Parsecs. service 
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Search for a job with a Monster 
by your side monster.com | 


Monster has the best employers hiring online...Get noticed Sharp search. Right jobs. 








Post your Resume for FREE 








TO YOUR CAREER - 


Asian Heart Institute, Asia’s premier heart care hospital, 
has all the pluses to give your career a great leap. 















Chief Financial Officer : CA with 7-8 years experience in Financial Management and Fiscal Control 

Co Secretary : CS with 3-5 years relevant experience in any industry 

Manager Materials Management :7-8 years relevant experience in Pharmaceutical/Health-Care industry 

Manager Customer Services : 6-7 years relevant experience in Healthcare/ Hospitality/ Airline Industry 

Corporate Account Pieces Brand Manager : 2-3 years Selling! Marketing experience in: Pharmaceutical/ Healthcare 
industry 

Assitant Medical Director : Medical Graduate/ Postgraduate, MHA/MBA with minimum 2-3 years experience in Hosipital 
Administration 


The Only hospital in India to have a ISO 9001-2000, NIAHO, accreditation 
The Only hospital outside the USA to have a ISO 9001-2000, NIAHO, JCI* accreditation 





EART INSTITUTE 
Because every heart | 
des serves the best.. 


H 





G/N block, Bandra-Kurla Complex, Bandra (East), Mumbai- 400 051 
Tel: +91-22-6698 6666. Fax: +91-22-6698 6506. 
E-mail: info@ahirc.com www.ahirc.com 


E Interested C didates me apply t to hr@ahire. com 





| looking for M oo 
exceptional individual to join. m FE 
Google India as id rketing Manager _ 

















Do you believe strong brands. are more: about group, sales and product development 


user satisfaction than funny TV spots? departments to drive projects 
Google's approach to tackling marketing - Creating strategic partnerships to grow 
: challenges parallels our approach to solving Google's presence and market share 


“search problems -we always put our users first. 
zt you enjoy developing creative solutions and | 
“take satisfaction from implementing them. ^ - BA/BS degree & B-School MBA 
‘instantly, join our effort to build a brand that's 
known for delivering what it promises. 


Requirements: 


~ 8+ years experience in marketing (India 
and International) 





Google is looking for a visionary marketer to 
analyze, position, package and promote our 


B2B and B2C products in India. | 
ERE -In-depth understanding of the Indian 
Responsibilities: market, the culture. as. well as the Internet, 
- Supporting Google's growth and revenue advertising and mobile opportunities 
generating efforts through effective and 
results-focused marketing campaigns 


-+ Proven leadership qualities, ability to build 
and manage a team 


Please: visit www.google.co.in/jobs/marketing 
for. a detailed job description and to apply 
5 Working with the corporate marketing online. 


и 


© Copyright. 2005, AIT rights reserved. Google and the Google logo are registered trademarks of Gosglé dme. 
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Green Meets Greenbacks 


At a unique investor forum in Mumbai, start-ups with environmentally- 
friendly ideas collided with eager investors. Result: Going green moves 
from being fashionable to bankable. T.v. MAHALINGAM 


Taj Lands End, Mumbai 


OU COULD SAY THAT I HAD BEEN WAITING FOR 

this event for four months now. Ever since 

New Ventures India—a three-way partner- 

ship between cit, the Washington, D.C.- 

based World Resources Institute (WRI), and 
USAID—closed a ‘green’ business plan competition end 
of July this year and announced that the winning entries 
would be showcased to potential investors in Mumbai, 
[ had been curious to know what sort of green business 
ideas would bubble forth from India's small and 
medium enterprises. Today, on a muggy November 
morning, I was face to face with the 10 winning entries 
from the 60 that cil’s Green Business Centre in 
Hyderabad received in response to its call for business 
plans. But before I introduce you to the entrepreneurs 
and their ideas, a quick word about the World Reso- 
urces Institute. In 1999, this environmental think-tank 
set up New Ventures Global to encourage growth of 
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environmentally-friendly business in developing coun- 
tries. Over the last seven years, it has helped New 
Ventures entrepreneurs raise $12 million (Rs 54 crore) 
in investment. One could argue that $12 million is not 
a whole lot of money. But look at this way: Without 
New Ventures, even this money would have been 
hard to come by for these green entrepreneurs. 
Entrepreneurs like Narayana Peesapaty, for instance. 
Executive director of Hyderabad-based BK Environ- 
mental Innovations, Peesapaty's business plan is rather 
unique. He wants to launch edible cutlery—forks, 
spoons, plates, bowls, chopsticks, and even knives that 
can be eaten (and, of course, digested) instead of being 
reused or discarded. “Nearly 50 billion pieces of plas- 
tic cutlery like disposable spoons and forks are sold 
every year in India," notes Peesapaty. The problem with 
plastic is that it is not naturally degradable. Therefore, 
he expects some environmentally-sensitive countries to 
be his first customers. *Even though edible (made 
with flour and other natural ingredients) and margin- 
ally costlier than plastic cutlery or wooden chopsticks, 
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bt reporter's diary 


GREEN IDEAS 


Tasty forks and raw drugs were among 
the writer's favourites. 


e Edible cutlery: Basically, you 
can eat the spoon and bowl. The 
cutlery is made of flour, making 
your forks and spoons more nutritious 
than the stuff you eat with them. 
INNOVATOR: BK Environmental Innovations 


@ The Ambiator: A substitute for the freon-guzzling, 
CFC-spewing air-conditioners. What's even better 
is the fact that the Ambiators use less power. 
INNOVATOR: Sumaya HMX Systems 


@ Almost Leather: It can also be used to make 
raincoats, stationery and shower curtains. Made 
from waste polythene bags picked up 

in Delhi, HRP is a good substitute for leather. 
INNOVATOR: Conserve 


@ Coir Comfort: You could use it to build anything 
from a cabinet to door shutters to mattresses. 
Biowood, which uses coir rather than forest 
timber, is a durable alternative. 

INNOVATOR: Naturaflex 


e Raw Drugs: It's a plan to collect herbs with 
medicinal properties using village folk across 
several states in the country. 

INNOVATOR: Gram Mooligai 


edible cutlery will find takers in countries such as 
Japan, where the people are environmentally con- 
scious and aware that plastic use is carcinogenic," says 
Peesapaty. A pack of 50 edible spoons will be priced at 
Rs 60. Peesapaty hopes to roll out 150,000 pieces of 
edible cutlery a day. To bring his idea to fruition, he is 
seeking an investment of about Rs 1.50 crore. 

Even though the edible cutlery proposal made it to 
the final 10 proposals, it was not among the final 
three winners. Nevertheless, Peesapaty's idea was a 
hit with the audience, which liked the idea of making 
the world a better place, one bite at a time. Naturaflex, 
Sumaya HMX Systems and ABT Bioproducts were the 
three companies that made it to the top of the list. A 
cursory examination of their proposals left me in no 
doubt that there is no paucity of feasible ideas in eco- 
friendly businesses in India. Bangalore-based Sumaya 
markets a product called the Ambiator—an energy- 
efficient and eco-friendly alternative to conventional air- 
conditioners. *Basically, an Ambiator cools air to lev- 
els comparable to those of air-conditioners without 
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emitting chlorofluorocarbons (CFCs) as it does not have 
a compressor,” explains A. Vaidyanathan, Sumaya’s 
Managing Director. “In addition, the Ambiator 
consumes only 35 per cent of the power that tra- 


~ © ditional air-conditioners guzzle.” 


Is the idea marketable? Apparently, yes. 
Sumaya has grown at 85 per cent CAGR over five 
years and has a business worth Rs 4 crore with 
customers such as Wipro, MICO, ABB, and Polaris. It has 
plans of growing revenues to Rs 140 crore in five 
years. To fund its growth, Sumaya is on the lookout for 
equity investment of $1 million (Rs 4.50 crore). 
Another Bangalore-based company, Naturaflex has 
manufacturing facilities in Hosur, Tamil Nadu, and 


» 





manufactures biowood (made from coir) that can be 
used for making anything from wardrobes to mat- 
tresses. ABT, on the other hand, has developed products 
that will help farmers improve their productivity per 
acre, and shift from chemical to organic farming with- 
out significant expenditures. 

With ideas like these, what's stopping these com- 
panies from making a mark? It’s the mindset of the tra- 
ditional investor. Like Vaidyanathan says, *The envi- 
ronment in India for SMEs is not at all friendly. Raising 
institutional funding for companies that are between the 
size of Rs 2-5 crore is not at all easy.” He adds that SMEs 
not belonging to the IT or BT sector and belonging to the 
old economy find it tough to raise money. *The mar- 
ket perception that any innovative technology has to be 
from the West does not help either," he complains. He 
has a point. While there were quite a few investors 
including YES Bank, ICE Ventures, and Pinstorm's 
Mahesh Murthy, there were no vc big guns. Yet, I 
walked away from the event, I could not help but feel 
that things were about to change. Ш 


bt bookend 


Breaking Her Silence 


In a long-awaited memoir, Hewlett Packard's former CEO 
Carly Fiorina tells her side of the story. R. SRIDHARAN 


TOUGH CHOICES ORE THAN A YEAR AND A HALF AFTER 
AMEMOIR the Hewlett-Packard board fired CEO 
By Carly Fiorina -Carly Fiorina for failing to execute on 

; Pai her ambitious turnaround plan, the iconic 
hepa Brealey Publishing Silicon Valley company continues to be mired in 
PA Rs 995 controversies. The latest scandal, involving 


snooping on board members, has claimed the 
head of the woman director who authorised it: 
Patricia Dunn. It's unfortunate that Fiorina's 
book was completed much ahead of the Dunn 
scandal and, therefore, we have been denied the 
pleasure of the author's views on the incident. 
But read Tough Choices and you can almost hear 
what Fiorina is probably saying: “I told you so". 
For, the sacking of Fiorina, it now appears, is 
not so much about a CEO messing up a multi- 
billion-dollar acquisition, as a *dysfunctional" 
board unable to come up with answers to a 
one-time tech powerhouse's myriad problems. 

The book is important because, in some 
sense, it completes the picture. Reading it, it's 
easy to see where HP’s board erred over the 
years. The first mistake was to get someone 
like Fiorina to transform an organisation as hidebound as HP. Even back 
in 1999 when the board tapped her, Fiorina was an unlikely candidate. As 
she herself points out in the book, Fiorina wasn't from the IT industry, 
wasn't a computer engineer and, well, wasn't a man either. The board's sec- 
ond mistake, and the biggest of them all, was not to put its weight behind 
her once it had brought her on board. The other mistake, apparently one 
that has been around for at least a decade and a half, was not to put an end 
to the bickering between various board members. After all, it's highly unu- 
sual for a family representative on the board (in this case, Walter Hewlett) 
to engage the CEO in a very public and bitter battle over an acquisition alr- 
eady approved by the board. Perhaps it was a bad idea to merge two hard- 
ware companies at a time when others were moving towards services and 
software, but as Fiorina tells it, the problem in executing the merger lay in 
HP's reluctance to change; there was a huge cultural problem and the board 
did not help Fiorina go through with her tough decisions. 

What you'll like about this book is the fact that it has been written with 
a great deal of sincerity. “All throughout 2005, I was hounded by reporters 
from television, magazines and newspapers to tell my side of the story. | 
have not spoken until now...I wanted to preserve my own and the com- 
pany's dignity,” she writes. There is bitterness for sure, but given the sense 
of betrayal she must carry within herself over her abrupt and unceremo- 
nious removal (it was done at a hotel in Chicago), there is remarkable 
restraint too. Perhaps, Fiorina could have played down the ‘I was victimised 
because I was a woman’ bit. But then, again, there must have been some 
truth in it as well. Maybe, Dunn will tell us more about it in her memoir. 
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INDIA'S ECONOMY: A JOURNEY IN 
TIME AND SPACE 

Editiors: Raj Kapila And Uma Kapila 
Academic Foundation 

Pp: 390 

Price: Rs 795 

T A TIME WHEN THE ECONOMY IS 

witnessing robust growth, the 
challenge to aim for higher growth 
rates is a tough one. In such times, 
the sobering effect of incisive res- 
earch papers on the Indian econ- 
omy, is perhaps, appropriate. 
"India's Economy", a compilation 
of articles by economists and policy 
makers such as C. Rangarajan, 
Montek S. Ahluwalia, and Y.V. 
Reddy, covers a gamut of issues 
ranging from poverty, irrigation to de- 
velopment policies and globalisa- 
tion. With 20 papers to boot, the 
book proves to be an ‘economy’ 
compass. While Vijay Kelkar, former 
advisor to Finance Minister, makes 
an elaborate argument to show that 
India is on the growth springboard, 
Arvind Virmani, Principal Advisor, 
Planning Commission, cautions 
against the deleterious effects of 
govemment failure. Shankar Acharya 
points to the need for less paralysing 
research on the economy for the 
answers are known—india is lagging 
behind China, since action is lacking 
on the ground. 

C.H.H. Rao points to the inad- 
equate intervention by the state in 
water resource management. RBI 
governor Y.V. Reddy enumerates 
the challenges faced by the Indian 
financial markets owing to the link- 
ages with the rest of the world. In 
other words, a wholesome meal on 
the Indian economy for the 
intellectual palate. 

BALAJI CHANDRAMOULI 
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Doctoring Websites 


Several companies are using the principles of Vastu Shastra to “improve” the 
effectiveness of their websites. Does it work? PALLAVI SRIVASTAVA 





Smita Jain Narang, architect and author of WebVastu: Balance is the key 


ET'S CALL IT A METAPHYSICAL CONVERGENCE 

of sorts. The principles of Vastu Shastra, it 

seems, work just as well in cyberia as it 

does on Mother Earth. When Smita Jain 

Narang, an architect, released her book 

WebVastu on May 23, she wasn't quite prepared 

for the phenomenal response it is receiving—leading 

science magazines like Brazil’s Galileu and Germany's 

Maxschoenherr want her opinion on their sites and 

have sought interviews with her. And she has had to 

courier copies of her books to readers in the us, the 
UK, the Netherlands and Brazil. 

Narang's claim to fame: her application of the prin- 


ciples of Vastu Shastra to web design apparently results 
in improved traffic flow to the sites. According to 
Narang, almost 70 per cent of her vastu-based pre- 
scriptions on 500 Indiamart sites have worked. *She 
had classified these websites as *vastu compliant? and 
‘vastu non-compliant’ and then matched their per- 
formance levels. About 70 per cent of the websites per- 
formed as expected i.e., well if they were vastu-com- 
pliant and badly if they were non-compliant. More 
objective research on the subject is required, though, 
before we can arrive at any conclusions," says Amit 
Gundh, Internet Manager, Indiamart, India's largest 
B2B site. 









And how does it work? “Just as the world is 
gs maden up of five basic elements which need to be in 
harmony, every website also has five elements which 
need to be in equilibrium. Earth stands for layout, fire 
for colour, air for the HTML, space for the name of 
the website (URL), and water for the fonts and graph- 
ics,” says Narang. 

“Colours can be used in three different ways. One 
can either choose colours according to the zodiac 
sign, or use colours that are consistent with the 
governing planets. If one goes by the governing 
planet system, colours like white or grey are best 
suited for the background of news sites; red is a strict 
no-no for these though it can be used for images, 
fonts and graphics. Page proportion is another im- 
portant aspect. The length-to-width ratio, she says, 
should not be more than 1:2. 

Narang has also prescribed several suggestions to 
improve the balance of the Indiamart.com site to en- 

. sure more business. “The space element should be 
- changed in some places like in the logo; “10” is 
` hollow; it should be made solid,” she says. “We 

will not be able to make any changes in the main 

‘website, but will incorporate the suggestions in case 

we start another website,” says Gundh. 

But not everyone is buying into web vastu. 
“Traffic on a website is driven not by design and lay- 
out, but by content that is user-friendly and up- 
dated regularly. Where does vastu figure here? 
Next, people will start applying vastu principles to 
fashion designing,” exclaims a clearly upset A.R. 
Hari, a Bangalore-based vastu expert. 

When analysing Webchutney.com, Narang found 
the fire element to be fine but felt that greater use of 
green would boost the website’s business. The com- 
pany, though, is less than impressed. “We focus 

on the principle of usability and not on gimmickry,” 
says Webchutney.com CEO Siddharth Rao. 

But there are still some who want to try it out. “I 
would love to work with a vastu expert and see 
how it works. Vastu is about harmonising elements, 
so І don't think it can hurt a site in any way,” says 
Mumbai-based website designer Rajeev Malhotra. 

There are people, however, who say web vastu is 
nothing new. Vastuworld.com, a 10-year-old com- 











pany, claims to provide these services globally. “We. 


have been dabbling in internet vastu since 1998,” says 
Mayank K. Barjatya, vastu architect at 
Vastuworld.com. “I don’t agree with Narang’s 
5-element system. It’s illogical,” he says. 

Does web vastu really work? Or is it just another 
passing fad? It’s still too early to say, but in the fast 
changing, chaotic worldwide web, it is clearly another 
trend that’s gaining ground—at least for now. 




































NARANG'S TAKE ON SOME 51 TES | 


www. naukri.com 
Job Site 
m The EARTH element suggests 
that there is good balance be- 
tween the number of visitors and 
business generated. 

m It also suggests that the website 
gets lots of repeat advertisements. 
umThe SPACE element shows that 
though the fonts are fine, some 
graphical presentations 
point to huge expenditure. 

mThe FIRE element suggests that the colours used аге 
fine. 


www.ebay.com 
Auction Site 
m The EARTH element 
suggests that though it's 
very successful, there is 
some pressure to perform. 
There seems to be a good 
. number of visitors but 
| they may not be generat- 
Ang: equivalen 
m The SPACE element shows that though t 
perfect, the graphics design depicts that the buyers get ' 
confused and are not able to take a firm decision about 
buying the things. 
m The FIRE element is perfect here and this will 
ensure continued success. 










always 


WWW. faaga.com ey oes 
Music Site 
m The EARTH element suggests - 
that the site may not be attracting 
the expected number of visitors. 
m The SPACE element suggests. 
that the fonts used in the home: | 
page are not proportionate. 

m The FIRE element is fine. The 
colours used are perfect. 



































www.bharatmatri- 
mony.com 
Matchmaking Site 

7 mThe EARTH element is 
perfectly balanced. 

m The SPACE element is 
fine and needs no change. 
m The FIRE element is 
good. 
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You, Your Body and its Rhythm 


VERYONE KNOWS THAT THE BEST WAY TO EXERCISE IS TO DO BOTH— 
Е" as well as weight training. But which do you do 

first? Cardio, which burns calories and is a sure-shot way to 
cut the flab? Or weight training, which makes your muscles grow 
bigger and stronger? You will have heard different things from differ- 
ent people. Some will tell you to do cardio on an empty stomach because 
that’s the best way to burn body fat. Others will tell you never to do car- 
dio before you lift those dumb-bells because the running, cycling or row- 
ing (or whatever form of cardio you do) can tire you out and leave you 
with less energy to work with weights. Yet others will tell you never to 
do cardio on the same day as weight training. 

So what’s the real deal? Should cardio go before or after? Should 
you eat before working out or head to the gym on an empty stomach? As 
with most questions we face in life, there is no simple answer. They all 
depend on you, your body and its rhythm. 

The first thing to recognise is that you know your body the best. 
Much better than a trainer with fancy 
qualifications, a book written by some 
expert, or something you watched on a 
TV fitness show. First, you need to find 
the most convenient time for you to 
exercise. Then stick to it. That becomes 
the best time for you to work out. Now, 
about the form of cardio you should 
choose. While jogging, cycling, row- 
ing or a session on the elliptical cross- 
trainer all burn calories and, eventu- 
ally, turn out a sleeker, slimmer you, it's 
completely your choice as to which one 
you want to do. Any one of them is 
good but the simple no-brainer is that 
the ones that work more muscle groups 
are the better ones. 

As for exercising on an empty stomach, it makes no sense. You need 
to eat something—a carbohydrate bar or even a handful of nuts and a 
glass of milk—to give you the energy to power yourself through 
your workout, Try and eat at least 45 minutes before you hit the gym. 

And what of the before and after question—should you do a cardio ses- 
sion before you lift weights or the other way around? It is widely believed— 
and | fall into that broad swathe too—that a short 10-12 minute warm-up 
cardio session before you hit the weight rack actually maximises the 
effectiveness of weight training. Your bigger cardio session is best left for 
later. Ask your body. Can it do a long cardio session (25-40 minutes) and 
then lift dumb-bells or barbells or whatever it is you want to do with 
weights? If you can do cardio and weights on alternate days that’s an ideal 
situation—you won't be tired before either of them. But as I said, it's you 
and your body that will have to find the right solution. 

MUSCLES MANI 
write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations, Readers should 
exercise caution and consult a physician before attempting to follow any of these. 
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FIVE STEPS FOR A FIT А 
EXECUTIVE 


OARD MEETINGS, CONFERENCE 

calls, project reports and 
cross-country flights—for many 
top executives, the typical work- 
day starts at dawn and goes 
well past dusk. Here are some 
recommendations to stay fit. 


What to eat: Says Dr S.K. Jain, 

Senior Consultant, Sir Ganga Ram 

Hospital: “Take a variety of foods; 

eat plenty of nuts, whole grains 

and legumes. Get plenty of iron by 

eating lots of spinach, beans, and 
iron-fortified foods." Omega-3 fatty + 
acids, which are abundant in fish, 

are highly recommended. 


What to drink: First, always pre- 
fer water. Moderate drinking (one 
standard-size drink a day for 
women; two drinks a day for men) 
can play a role in reducing the 
risk of several serious diseases, in- 
cluding coronary heart disease, 
diabetes, obesity and cognitive 
disorders. This applies to all forms 
of alcohol including beer, spirits, or 
cider and not merely to red wine, 
as is popularly believed. 

Reduce stress: Weight lifting is 
great for reducing stress. “Take 
regular time off from your com- 
puter terminals. Listening to mu- 
sic can be a great stress-buster for £ 
some people," says Dr Jain. Set 
aside some time for meditation. 
Go for routine tests: Says Dr Jain: 
“Based on your age, health history 
and lifestyle, your healthcare 
provider can determine how often 
you need to be examined and 


` screened for certain diseases and 


conditions.” These include high 
blood pressure, high cholesterol 
and diabetes.” 
Make your office comfortable: 
Arranging your environment to fit 
your needs and prevent injury. 
Make your workplace comfort- 
able; it will improve your produc- 
tivity and quality of life. 

MANU KAUSHIK 


bt flotsam 


Bangalore 
IT.out 


The ninth annual IT jamboree was a pale 
shadow of the event it once was. 


HEN IT STARTED IN 1998, BANGALORE IT.COM 

—as it was called then—was a platform to 

showcase India's then emerging prowess in 
the IT sector and Bangalore as a global brand; com- 
panies also showcased their latest products and services. 
The show, dreamt up over a cup of coffee by two 
bureaucrats, was timely and caught the imagination of 
both the industry and the government. 

Having covered the event right from inception, 1 
still remember the excitement it generated in the local 
IT industry. Companies vied with one another to put 
their best foot forward; the panel discussions saw 
heated arguments on the issues of the day, most 
importantly India's emerging IT giants pulled out all 
stops to catch the attention of visiting buyers. 

That was then. The ninth edition of the event, 
which took place from October 28-31 in the backdrop 
of the majestic Bangalore Palace, lacked the zing of the 
previous years. Overcast skies and a regular drizzle were 
not the only dampners. None of the IT majors, even 
ones like Wipro and Infosys, which are headquar- 
tered in Bangalore, participated; ditto for MNCs like IBM, 
Microsoft and Sun Microsystems. The organisers 
(Software Technology Parks of India and the 
Government of Karnataka) say more than 200 com- 
panies participated, 16 foreign countries booked pavil- 
ions and 70,000 people visited the fair. True, but 
like most statistics, what these numbers reveal is int- 
eresting but what they hide is essential. The foreign del- 
egations were just showcasing themselves and trying to 
attract the attention of investors (like the ‘Come to 
Bavaria’ pitch); then, there were the Tamil Nadu and 
West Bengal teams trying to lure Bangalore’s rr com- 
panies to their respective states. Realtors hawking 
space, in fact, outnumbered genuine IT companies. And 
many of the other stalls were taken up by satellite radio 
service providers, matrimonial websites and companies 
espousing organic foods. 

А Mysore-based tr company called Software 
Paradigms was trying to attract talent to come and 
work for it (“Good pay, better lifestyle," the person 
manning the stall was saying). For no particular reason, 
there were three gold-plated eggs placed at the entrance 
to its stall. The irony couldn't have been more stark. 
Figuratively, it denoted what rr had done for the 


DEEPAK G. PAWAR 





Bangalore's IT jamboree: Lacking the zing of previous years 





Foreign delegates: They came, they saw, and were disappointed 


city; but the state government still hasn’t realised that 
the eggs have hatched, and the hatchlings have grown 
into multi-billion dollar companies, ready to fly away 
unless it fixes the city’s crumbling infrastructure. 

“Realty, HR, utilities and travel services companies 
far outnumber tech companies,” says a disappointed 
Felix Donoso of Management Systems and Solutions, 
a Spanish company. A spokesperson of a mid-tier IT- 
services company, who did not want to be identi- 
fied, says: “Participation is a waste of time. The qual- 
ity of visitors is abysmal. The government has converted 
this event into a jamboree and event managers are just 
interested in selling space. Like Comdex, that was 
shut down after it lost relevance, it is log out time for 
Bangalore IT.in (as the event is now called).” 

Expectedly, B.V. Naidu, Director, STPI and М.М. 
Vidyashankar, Karnataka tr Secretary, defended the 
event. "Domestic majors have not participated because 
they do not see any need to showcase themselves any 
more. But this event still retains relevance for small and 
mid-sized companies," says Naidu. 

The bottomline: unless the government makes it a 
more market-driven B2B event, the end is well nigh for 
BangalorerrT.in. 

VENKATESHA BABI 


DECEMBER 2006 BUSINESS TODAY 














printed circuit 






An All-new Surf! 


Two new browsers, and an all new war! KUSHAN MITRA 


Getting It Right. Almost! 


HAVE BEEN PLAYING AROUND WITH BETA VERSIONS 
of Microsoft Internet Explorer 7 for some time, 
and well, to be technically correct—it is called 
Windows Internet Explorer 7. First impressions? 
Man! it is so much better than Internet Explorer 
6—tabbed browsing, extremely high levels of security, 
including the ability to see if a site is ‘fake’ or not (fak- 
ing websites is a common way for online criminals to 
target: gullible 
internet users), 
preventing mali- 
cious software 
from running, 
"| and in-built 
| Really Simple 
Syndication (RSS) 
abilities. 
Internet Ex- 
plorer 7 has 
actually taken 
the good things of Firefox and 
made an extremely slick package out of it. For 
example, the top right corner of Firefox includes a 
user-adjustable search bar; this is now available on 
Internet Explorer as well. Even more surprisingly, the 
default search engine on 1Е7 was Google and not 
Microsoft's new ‘Live’ search. 1E7 surprised me with 
the “one-touch” RSS for your favourite readers inte- 
grating well with Bloglines and Google Reader. 
Much like Firefox, Internet Explorer 7 comes with a 
whole gamut of “official” add-on software (plug- 
ins) which you can install to enhance and customise 
your browsing experience. 

But there is one catch with 1E7—the ‘Windows 
Validation' process that you have to undergo when 
installing. I had no issues since I possess a genuine ver- 
sion of Windows, but even then, validation is a time- 
consuming process. And, given that according to 
Microsoft's own estimates—some 80 per cent plus 
home users in India use pirated versions of Windows, 
they will not be able to use 1&7. As simple as that! 
Download from www.microsoft.com/ie 












Slick interface, much better than IE6 
Irritating validation process 
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Better, But Not Bigger! 


STARTED USING FIREFOX ALMOST TWO YEARS AGO, 

13: before the first official release, so effec- 
tively this is the fourth major iteration of the 
browser I’m using (version 0.7, 1.0, 1.5 and 
now 2.0), and honestly, I love Firefox, because 
Internet Explorer 6 was crappy. 

Firefox 2.0 still has a lot of the things that 
made me love Firefox in the first place. It is still an Y 
incredibly small download—the interface is still very d 
slick and infinitely customisable with themes and 
add-ons—but the problem upgrading was that a lot 
of the old add-ons I had installed on Firefox 1.5 
were not compatible with version 2.0 but similar 
add-ons were made available soon enough. 

This version is slicker in the way it does several 
things and one feature that got me hooked was the 
*Control--Shift-- T' which restores the last closed 
tab; this is quite useful when you close a tab ac- 
cidentally, which happens quite often with me. 
And even though you will need to 
download all 
sorts of plug-ins 
from Flash and 
Shockwave play- 
ers to font sup- 
port, Firefox will 
remain the 
browser of choice 
for many—simply 
because it doesn't 
have that “valid- 
ation" process. 

Still the better browser? Well, 1Е7 is very good, 
and doesn't cover huge swathes on the top of 
your screen with pointless buttons. But, the Firefox 
environment is superior with more plug-ins and 
options. Because of its open-source nature, security 
loopholes tend to get plugged faster than on IE. 
Ideally, download both and then see which one you 
prefer. I prefer the open-source browser mainly 
because I’m very used to it, but IE7 is impressive. 

Download from www.getfirefox.com 
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The Family Prevails 


THIS WAS GOING TO BE SPECIAL NEW YEAR’S EVE ANY WAY 
at Mittal’s Kensington Palace Gardens home in 
London. But it just turned some more special. Less 
than six months after acquiring Arcelor, L.N. MITTAL, 
56, has made it evident that, while the Arcelor- 
Mittal Steel merger may have been one of equals, it 
is he who is the boss. Instead of next year as planned, 
Mittal has already taken over as Arcelor-Mittal’s 
CEO from Roland Junck, even as he retains his posi- 
tion as President of the Board. His son, Aditya, who 
is said to have mooted the merger to his father, is alr- 
eady the СЕО, and daughter Vanisha is a board mem- 
ber too. With father, the richest Indian in the world, 
and son, who has just become the father of a baby 
girl, in control of the two most important positions 
in Arcelor-Mittal, there’s no uncertainty anymore on 
who calls the shots at the steel behemoth. 


Clearing Out 
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Alt, Control, Shift 


UNTIL RECENTLY HE WAS THE PORTAL KEEPER, NOW 
he will be its customer. NEVILLE TARAPOREWALLA has 
quit Yahoo India as its Country Head and General 
Manager and moved to Havas Group-owned 
Connecturf, which owns India's top digital market- 
ing companies, Mediaturf and Knowledgeturf. 
Taraporewalla had a good run at Yahoo, launching 
Yahoo cricket, wallpapers and even the Yahoo mes- 
senger emoticons. The 42-year-old, however, is exc- 
ited about his new role. *Digital marketing com- 
panies like Connecturf are in the forefront of creat- 
ing opportunities for clients to creatively use new 
media platforms such as the internet and mobile 
phone," he says. With over 10 of his 20 working years 
spent in digital media, Taraporewalla can claim to be 
a digital media veteran. In some sense, his job hasn't 
changed. It will still be to turn clicks into cash, except 
that collecting it will be his clients, not Yahoo. 
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Soothsayer With a Tool 


BACK IN 1985 (AND MANY YEARS THEREAFTER), VIVEK 
RANADIVE was a ‘real-time’ evangelist. That was when 
his US-based software products company, TIBCO, began 
making software to help companies manage their 
businesses real time. Circa 2006, the 49-year-old 
Ranadive thinks businesses need to move one step 
ahead. “Companies need to go beyond real-time busi- 
ness to get ahead of competition. They must be able to 
predict the customers’ needs to create opportunity from 
the changing business environment,” says the Palo Alto 
(California)-based entrepreneur. “Predictive business 
is the next big thing in the software industry,” declares 
the man whose company is worth $2 billion (Rs 
9,000 crore) on Nasdaq. India is slated to play an im- 
portant role in Ranadive’s plans. TIBCO, which has an 
R&D centre in Pune, plans to invest a billion dollars 
over the next four years. Predictable, did you say? 


SHAMIK BANERJEE 
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More Time for Golf? 


THAT MAY NOT BE HOW THINGS TURN OUT EVENTUALI 
but if recent reports are to be believed, Cargill 
India's Managing Director HARDEEP SINGH is set to 
head a tea plantation company that will take on 
and manage all of Tata Tea's plantations. “I am an 
employee of Cargill and cannot comment on such 
speculations,” is all that Singh said when ВТ contacted 
him. But Ranjit Barthakur, a partner at Globally 
Managed Services (one of the 
equity investors in the com- 
pany, which hasn't been 
named yet) has said that the 
company will be headed by 
Singh. The 52-year-old 
Singh, who should start 
on the job sometime 
soon, is as good a 
man as any when it 
comes to agri-based 
industry. He has 
spent more than 
two decades in the 
industry, including 
a stint at Rallis 
India, where he was 
a director. However, 
this will be Singh's 
first foray into the trou- 
bled Indian tea planta- 
tion business. So, if not 
golf, he will at least get to 
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AGE: 68 — 
DESIGNATION: Director 
GROUP: Tata Sons 


A Consummate Deal Maker 


ITHIN THE TATA GROUP, R.K. KRISHNA KUMAR IS REPUTED TO BE THE MAN WHO IS 

closest to Ratan Tata. Apart from being one of Tata’s most trusted lieutenants, he 

has the “eyes and ears” of the Chairman. Kumar is the consummate deal maker in 
the group today and has been involved in some of the most significant acquisitions that the 
Tatas have executed in the recent past—the most recent example, of course, being Indian 
Hotel’s $170-million (Rs 765-crore) buyout of the Ritz-Carlton in Boston. Just a few 
months ago, Kumar was in the news when Tata Tea acquired a 30 per cent stake in 
Glaceau for $677 million (Rs 3,046.5 crore). In June last year, when Indian Hotels bought 
over The Pierre in New York, Kumar was also deeply involved in the deal. 

Kumar, who joined the Tata Administrative Service in 1963, has had long stints 
within the group in the tea, coffee and hotels businesses. KK, as he is referred to by col- 
leagues and close friends, is a fairly low-profile man, though his position in the 
group is never in doubt. His involvement with the plantation business began in 1982 
when he joined the South India Plantation as its Vice President. This was followed by 
his elevation to Tata Tea in 1988 as Joint Managing Director; he became MD three years 
later. He then moved to Indian Hotels as its Managing Director. 

Kumar was also in the news recently when Infinity Retail, a Tata Sons subsidiary, 
announced plans to launch a chain of consumer electronics stores under the “Croma” 
brand name. Those who have known him closely say that he’s very persistent and 
never ever gives up. Apart from this, he is on great terms with his bosses and those who 
work under him. His management style is about loyalty and he is said to be a great believer 
in that. In an earlier interview with BT, Kumar had said that the Tata Group was in the 
process of morphing. “We see cutting-edge investments, be it in Tata Indica, which has 
cut through the clutter and become a best selling car, or in pushing our boundaries in the 
tea and coffee businesses. We are transforming industries today,” he had said. For 
now, the deal maker is on the lookout for more deals. ш 

KRISHNA GOPALAN 
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Pasha /eatimer 


Cartier pays tribute to the round watch created in 

the middle of the last century with a new striking 
and sporty addition to the Pasha de Cartier collection: 
Pasha Seatimer. An original model with a daring 
combination of m ' 


www.cartier.com 
Cartier Authorized Dealers: Mumbai: Time Avenue, The Regent Watch & Jewellery, Pallazzio, 
New Delhi: Johnson & Co, Kapoor & Co, Rakyan's Fine Jewellery, The Regent Watch & Jewellery, 
Gurgaon: Kapoor & Co, Chennai: Helvetica, Kolkata: Exclusive Lines, Chandigarh: Talwar Jewellery House, 
Bangalore: Rodeo Drive, Ahmedabad: Pallazzio, Hyderabad: Meena Jewellers 


















Deepak 
Chairman, HDFC 


Suresh Krishna, 
CMD, Sundram Fasteners 





Shiv Nadar, 
MD & CEO, ICICI Bank Chairman & CEO, HCL Tech 


As blue-chip CEOs like 
and 
, among others, near retirement, 
the biggest challenge their companies 


fana ic tn пилот ramnatant cunSsaceare 








4 


©2006 Samsung Electronics Co. Ltd. Screen images are sim 


imagine doing more with less. 
The Ultra Life. 


Imagine always being in two places at once, doing two things at once. No 
office. No boundaries. No restrictions. With Samsung’s new Ultra Edition 
it's not that hard to imagine. www.samsung.com 
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Samsung D-900 free accessories: Bluetooth™ Headset • 256 MB T Flash Memory Card 
e TV Out Cable • Battery Charger • Travel Adapter • Car Adapter • Straight Headset • Battery 
(2 Nos.) ¢ Data Kit 
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If it stops printing, 
the error's probably human. 
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Dot Matrix Printer Л Н PRINT E 


The Epson range of Dot Matrix Printers is built for invincible reliability & 

Power heavy-duty volume handling. So while they deliver cost-efficient, superior 

FSI E E Printing, you get to sit back, relax & watch the Epson Dot Matrix Printers Epson Dot Matrix Printers 
ENEN do what they're best at. Non-stop printing. 





Email: dmp@eid.epson.co.in 


EPSON Helpline: For product info & service - 1800 425 0011 (9AM - 9PM) . For service (СОМА & Mobile) - 3900 1600 (ЗАМ - 6PM) www.epson.co.in 
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GenNext Leaders 
Dearer Oil Riddle 
India Everywhere, But... 


Engaging the Dragon 


The Indo-Chinese economic relationship can 
achieve its full potential only after the political and 
strategic irritants are ironed out. 

FM Radio is Booming 

MFs Turn to Hybrid Plans to Beat Risk 

Funds for the Common Man 

Top of Mind 

Focus on chips to secure your credit card; and 
catch a song on your mobile. 

Newsmaker 

This fortnight’s personality is Ram Vilas Paswan, 
who’s always surrounded by controversies and is a 
much “misunderstood” man these days. 

Noted 

The BT 50 Index 


Wal-Mart: Made in India 

After negotiating with Tesco, Bharti hops 
into bed with the US retailer. 

Goodbye Corus? 

Tata Steel may be pipped at the post by a 
Brazilian major. 

Quest for the Magic Pill 

The Tatas cotton onto the huge opportunity 
in drug discovery. 

Pay it Forward 

SEBI's bid to compensate small investors is noble. 
Exploring the Limits 

ONGC Videsh has bought 25 oil blocks in 
15 countries. 

Chinese Whispers 

What's wrong with the fastest growing 
economy's bourses? 

High Hopes on Hybrid 

To increase rice output, India needs more 
hybrid cultivation. 

Passing the Burden 

Along with zero-tax, is RIL a zero-subsidy 
company too? 


http://www.gaursonsindia.com 
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As blue-chip CEOs like K.V. Kamath, Deepak 
Parekh, and Shiv Nadar, among others, near 
retirement, the biggest challenge their compa- 
nies face is to groom compctent successors. 
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Two years after the abolition of А Ls od 
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of activity in the textile town. ناب‎ Ва 


102 Get Off My Land 


As a rash of SEZs spring up, farmers are 
being asked to part with their fields for a 
mere fistful of rupees. 


112 The Art of Living Together 


India Inc’s tryst with JVs hasn’t been encourag- 
ing, but there is always something to be learnt. 


118 How Ronnie Screwvala Is Writing 
Himself a New Script 

The UTV boss is stepping up film production 
and distribution. The idea: Up revenues to 
Rs 1,000 crore by 2009. 
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149 Tall Story 
Crores of rupees are pouring into real estate 
and starry-eyed companies have lined up massive 
IPOs. How long will the boom last? 


150 For Whom the Cranes Toil? 


Commercial and residential projects are 
mushrooming all over the country, and things 
seem too good to be true. 


160 The Bulls in Real Estate 
A staggering Rs 22,500 crore has been lined up 
for investment. What are the investors betting on? 
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124 A Tale of Three Fund Managers 


How they went on to manage multi-billion 
dollar worth of assets on the global stage. 


130 Baba Kalyani’s Invisible Wealth 


The Kalyani Group has several relatively 
small unlisted companies that have huge 
value locked up in them. 


136 Baramati Goes WiMax 


Sharad Pawar strong hold, Baramati has become 
India’s first taluka to introduce WiMax. 


144 60 Minutes 


Luciano Benetton, Chairman, 
Benetton Group, speaks to BT 
on his learnings, controversial 
advertisements and plans for 
the future. 
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168 Turning Dust to Gold 


Developers have hit the IPO market with a 
vengeance, offering equity worth some 
Rs 15,000 crore. Not all stocks will be winners. 
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Building Loyalty, Virtually 


The construction boom has resulted in a massive 
shortage of man, material, and machinery. 


Real Estate and Reforms 

Despite the boom, the real estate industry 
continues to be fragmented and murky. 
Good news: Changes are in the offing. 


IT's Never Too Late 

Moving from the Old Economy to the IT 
sector is no longer impossible, but be 
prepared to head back to the classroom. 


Wipro for Dummies 


Wipro as a proxy for Indian IT is not a bad 
idea. It's the execution that disappoints. 


Many companies are building, and 
incorporating, online communities. 


Treadmill 
People 


Starring UB's Vijay Mallya; Finance 
Minister P. Chidambaram, 
Commerce Minister Kamal Nath, 
and Communications Minister 
Dayanidhi Maran; CA's former CEO 
Sanjay Kumar; M&M's 

Anand Mahindra; Jute baron 
Ghanshyam Sarda; and FICCI's 


new President Habil Khorakiwala. UB's Mallya 





Naresh Goyal, Chairman, Jet Airways. 
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Think Bond . 
Sky is the Limit 

INDIAN COMPANIES NOW SEE THE ө 

world as their marketplace. The Think 


Tata-Corus deal or Dr Reddy’s 


acquisition of betapharm are only 
further proof of this. With a thriv- 
ing domestic market and growing 


exports, sky is the limit for Indian 
corporates. What is even more 
heartening is that acquisitions are 
being done by all companies alike, JK 
big and small. One, however, excel BOND 
hopes that in these times of success, upetudite bend phy 
the plight of the country’s poor is 
not overlooked. 


VIKAS P. JOSHI, through e-mail 





Best letter wins Three Cheers for Uttaranchal 
a HIDESIGN travel bag IHE FACT THAT THE STATE OI 
from Uttaranchal (All Roads Lead to 
s Uttaranchal), carved out of Uttar 
Pradesh in November 2000, has 


JK PAPER LTD 


attracted investment in excess of & 
Rs 20,000 crore since 2003, is 





quite remarkable. A range of sec- 
tors—automotive, pharma, IT, 
It's Boom Time among others—are investing in 
THE COVER STORY, INDIA INC.’S the state. The state government 2 
New MNCs (December 3), not deserves а big pat on its back for excel 210] NB) 
only reflects the industrial boom its tireless efforts. à i 

in India, but the confidence com- B. PHANI BABU, through e-mail Superwhite borid paper 
panies have in their manage- 


ments in terms of their ability Ideal for: 


to strike M&A deals and generate WENE tO: Resumes 
; The Editor, Business Today 
funds, among others. 2 . 
кє роти Videocon Tower, 5th Floor ] 
JACOB SAHAYAM, through e-mail E-1, Jnandewalan Extension Presentations 
New Delhi—110055 . 


Global Ambitions e-mail: /etters.bt@intoday.com 


. Inkjet and Laser Printing 
Website: www. business-today.com 


/ y Я 
ALL THE ACQUISITIONS AND ОР Unsolicited articles will not be p 
shore leaps mentioned in the returned or acknowledged Project Reports 
cover story are a result of the best FoR SUBSCRIPTION ASSISTANCE WRITE TO : 
management practices adopted Videocon Tower, 13th Floor, E-1 Corporate and 
by the companies. And compa- Panaon Барка " Personal Letterheads 
nies that entered foreign markets Te Dott 110005 8 
М d i. +» 5 Е 
have seen their profits rise to new Phone (Delhi): 41034706, 41529555, 8 
heights. These companies are alr. 23684848 (Board No.), Extn: Dial 1 d 
тетри. [hese companies аге alr- Toll-free number: 1600111155 (Delhi x 
eady ruling the domestic market ^ only for those calling from the MTNL 4 
. - H oc J 
and by crossing cultural barriers line) & 23684850 (for Airtel mpm 
and making the best use of local еса NM JK PAPER LTD. 
y sd Seien: 2 (Delhi only); Fax: 23684841; e Ў 3E R 
talent, they can further conquer Record voicemail: 23684848, Extn: Dial 1 nealing lasting impressions 
the global markets too. ————— JK COPIER * JK SAVANNAH 
MUTHURAMAN, through e-mail * E: y JK COPIER PLUS * JK EASY COPIER 


JK COTE * JK MAPLITHO 


Contact: Delhi: 41509038 • Kolkata: 22420979 
Mumbai: 22810757 4 Chennai: 25612910 
www.jkpaper.com 








Forfurtherinformation СА ar #1 ЕЕЕ ИЕА o: ЕТЕККЕ 1 


(Add your city STD code when dialing from Mobile Phone) 


АР 


GenNext Leaders 


HAT IS THE ULTIMATE ACT, AND PROOF, OF 
leadership? When the CEO or Chairman brings his 
(or her) organisation to a point where it no longer 
misses him. Weak and visionless leaders have no trou- 
ble doing this, but when the helmsman is powerful, res- 
pected, and an organisation builder, doing so becomes 
extremely difficult, if not impossible. That, then, is the 
sort of challenge some of India’s best-known corporate 
leaders face. People like K.V. Kamath, Deepak Parekh, 
and Ratan Tata are men who've transformed their 
corporations; what they have today in terms of busi- 
nesses is very different from what they inherited years 
ago. As these men, and other corporate leaders like 
them, approach an age where they need to pass on the 
baton to the next generation, they are confronted 
with issues more complex than what their own pred- 
ecessors had to face while making a similar decision. 
The reasons are not hard to seek. The business 
environment in which the new generation of leaders 
must operate is very different from the one that has exi- 
sted so far. To put it simply, globalisation is the new cor- 
porate mantra, and the new leaders must suddenly fig- 
ure out how to manage organisations that span differ- 
ent countries, cultures, and regulatory frameworks. 
Not an easy job. So, what sort of leadership qualities or 
characteristics should the GenNext leaders have? Three 
or four broad characteristics: One, performance- 


record of delivering on his goals and targets. Two, 
learnability. The CEO of tomorrow must be able to 
learn and acquire new skills on the fly, since there may 
not be a second chance in the new business environment. 
Three, global-mindedness. While the CEO of India’s 
new MNCs may be based in India, he will, for all effec- 





Higher oil bill: It's the system that hurts 
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tive purposes, need to think and act like a global citizen. 

Suprisingly, or perhaps not, these characteristics 
aren't very different from what has always been required 
of leaders, except for the fourth one: team builder. 
More than ever, the new CEO will need to build leaders 
across organisational levels. As corporations become 
larger, and more diverse and complex, it will not be 
possible for one man to spot all the opportunities or 
make all the decisions. In the nano-second 21st century, 
decisions will need to be made locally and minute- 
by-minute. Creating this tier-two leadership, then, 
will be the biggest challenge for the GenNext leader, 
since traditionally companies haven't focussed on 
developing empowered middle-level managers. 
Therefore, the CEO aspirant of today must be a person 
who can build competent and energetic teams around 
himself. It is this last act that will determine his legacy 
within the corporation. 


Dearer Oil Riddle 


INANCE MINISTER P. CHIDAMBARAM'S RECENT LAMENT 
P: the World Economic forum (WEF) that the pre- 
vailing high oil price has shaved off the country’s eco- 
nomic growth (GDP) by as much as 1 per cent is und- 
erstandable. Since we import nearly 70 per cent of our 
needs, there is evidently transfer of income to not 
only oil producing countries but also traders who fuel 
speculation. Agreed, speculation definitely needs to 
be curbed, although it is intrinsic to market play. That 
said, a good part of this problem of a higher oil bill has 
been created by the very class of people Chidambaram 
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the new world beckons! 

The world map has undergone a sea change this last decade. The trend 
continues and promises to be even more unfamiliar. The need to be geared 
up for tomorrow is more than ever before. sd University 
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belongs to—politicians. Here’s why. 

While increased economic activity has spurred 
global prices, the lack of efficiency in oil use has blunted 
growth. The latter is entirely due to the price controls set 
out by the government as a measure of populism on 
mass consumption petroleum products—petrol, diesel, 
kerosene and LpG—that accounts for as much as 60 per 
cent of total oil consumption by the country. 

With price controls insulating retail prices from 
market signals, growth in consumption remains unf- 
ettered. Not surprisingly, we consume two-and-a-half 
times as much oil per unit of GDP as developed coun- 
tries. Interestingly, while the country is recording over 
25 per cent growth in motor vehicle population, the 
growth in diesel, which accounts for around 30 per cent 
of oil consumed in the country, still remains in single 
digits. In fact, last fiscal, growth in diesel demand was 
a minuscule 1.6 per cent, while growth during April- 


India Everywhere, But... 


NE OF THE REASONS WHY CHINESE PRESIDENT HU 

Jintao visited India recently, the media was told, 
was all the press the country has been getting over the 
recent past. Hu wanted to see for himself what the fuzz 
was all about. Earlier, the Boston Consulting Group 
held its first partner meeting outside of the us in Delhi 
also for the same reason. And Hu's visit was followed 
by the three-day India Economic Summit, which 
brought together more than 600 business, political 
and civil society leaders. At the World Economic 
Forum in Davos early this year, India began with an 
“India Everywhere" theme and as we near the end of 
the year, there's no sign that global investors are be- 
ginning to tire of the country. 

Just look at both the foreign institutional and direct 
investment numbers. Commerce minister Kamal Nath 
is talking of $12 billion (Rs 54,000 crore) in foreign dir- 
ect investment in 2006-07, compared to $7.7 billion 
(Rs 35,420 crore) the previous year. The stock markets 
continue to be buoyant thanks to foreign investors. 
According to the Reserve Bank of India, October wit- 
nessed the highest ЕП inflows so far this fiscal at $1.55 
billion (Rs 6,975 crore). In the second quarter, the net 
ЕП investment was $2.7 billion (Rs 12,150 crore). By 
now, we know all the reasons why India excites foreign 
investors: A growing domestic market, where the con- 
sumers, apparently, are in need of everything—from 
cars to houses to footwear to mobile phones. Also, a lot 
of FDI is coming in for outsourced manufacturing. 
Capital goods, automobiles and auto components, 
and electronic and electrical hardware are all industries 
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October period this year is at an ‘improved’ 6.3 per 
cent, Clearly, this points to a lack of data integrity in the 
government machinery to assess growth in demand. 
Importantly, this also points to loss of precious revenue 
to the exchequer—currently, a quarter of the govern- 
ment’s revenues is from the oil sector. 

While demand side measures require to be im- 
plemented at a political as well as administrative 
level, fact remains that the best way to insulate the 
economy from oil shocks is to find oil in the country 
itself. Recent oil finds by Cairn Energy have boosted 
the oil prospectivity in the country—especially since 
they found oil in a block abandoned by oil major 
Shell. However, the government needs to monetise 
this momentum. The objective is a simple one— 
government's rent from oil leases should be in line 
with the risk of finding oil. Evidently, blaming global 
prices is akin to blaming the weather! 


Delhi, 26-28 November 2006 
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India Economic Summit: Flavour of the season 


where this is evident. 

There’s a simple problem with such hype, though: 
Delivery. Investors are putting money on the table 
because they expect corporate earnings to continue soar- 
ing. The ones setting up factories are doing so because 
they expect India’s competitive advantage in terms of 
labour to hold up for at least the next decade or so. 
Worryingly enough, the country doesn’t seem to be 
doing enough about solving some fundamental prob- 
lems. The infrastructure story is moving along—if not 
stuck altogether—at a vastly slower pace than what 
industry needs; human development continues to be 
hobbled by inadequate resources and poor delivery 
systems. As a result, labour costs are already rising. How 
long before all these problems pull the curtain down on 
the India story? Maybe not the next year or even the 
one after that. But if things don’t improve fast enough, 
the inevitable may not take long to happen. Ш 
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Engaging the Dragon ınsranTIP 


The fortnight's burning question. 


The Indo-Chinese economic relationship can WILL THE GOVERN- 
achieve its full potential only after the political and MENTS PROPOSED 
x strategic irritants are ironed out. AMAN MALIK MEGA RECRUITMENT 


LAB IN AND 
AFFECT THE EFFICIENCY 
OF PSUS? 


No. Nilotpal Basu, MP, CPI(M) 
The government itself has said 
there are massive vacancies. The 
growth in the GDP hasn't gener- 
ated employment figures. Its imp- 
act on employment generation is 
abysmal. In the light of this, such 
a rethink by the Planning 
Fon is DPI 


SVa Vudis 





HINESE PRESIDENT HU JINTAO'S VISIT TO INDIA WAS HIGH ON SYM- 
( bolism and low on substance. This was, perhaps, inevitable. 

Despite politically correct noises from both sides, relations be- 
tween the two Asian giants remain mired in mutual mistrust. *The 
Chinese Government will continue to encourage competitive Chinese 
companies to make investments and do business in India and Indian 
companies are welcome to explore business opportunities in China,” 
Hu remarked during his recent India visit. 

But Hu's exhortations failed to warm the Indian establishment to 
the idea of a Free Trade Area (FTA) with his country; Indian companies cry 
themselves hoarse over the subsidies their Chinese counterparts receive from 
their government. Moreover, the National Security Council has blocked 
investment proposals by Chinese companies like the telecom major 
Huawei Technologies, Hutchison Port Holdings and Great Wall Industry 
(the latter two are looking at starting cargo operations). 

$j The Chinese, obviously, don’t like this very much. “Chinese businessmen 
think it is protectionism under the garb of national security,” says a 
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Beijing-based businessman. That charge does look a little harsh. The 
government has barred only a handful of Chinese companies’ entry 
into sectors like telecom and ports that are important to India’s nat- 
ional security. Other Chinese firms, notably white goods majors TCL 
and Haier, have a free run of the Indian market. 

The point, then, is: where do Sino-Indian business ties go from 
here? The potential is huge. In 1990, the two-way trade between 
India and China was a paltry $260 million. Circa 2006, the figure 
stands at a little over $18 billion (Rs 81,000 crore), and looks set to 
surge past $40 billion (Rs 1.8 lakh crore) by 2010. Several Indian 
companies, like Ranbaxy, Infosys and M&M, among others, have set 
up or acquired companies in China to take advantage of its low costs. 

Says strategic affairs expert, Kanti Bajpai: “Hu’s utterances dur- 
ing the visit signal a broad commitment to a long-term strategic part- 
nership.” Such visits, some think, go a long way in changing per- 
ceptions among political and business establishments and the peo- 
ple in general. “India is the flavour of the moment in China,” says 
Hong Chen, Chairman and СЕО of the Beijing-based Hina Group, 


INDO-CHINESE TRADE: THE NUMBERS SAY IT ALL 





2004-05 - 2005-06 2006-07 

90.04 20.36 -73.12 
Share (%) TIRA 672. | 6.56 6.25 
IMPORT  — 109198 10,868.05 24 
Growth (26) 75.12 53.11 -66.41 
Share (%) mA 6.36 7.29 8.92 
COTALTRADE* 1271386 17,627.15 5,467.10 
Growth (%) 8141 38.65 -68.98 
Share (%) 6.52 6.99 7.81 
TRADE BALANCE 
India's Trade Balance* -1,482.10 -4,109.05 -1.833.38 


*|n $ million ^ Till Sept. 30, '06 Source: Department of Commerce 


“all major newspapers and TV stations are talking about India.” Adds 
Malvinder Singh, MD and CEO, Ranbaxy Labs, which has a large set- 
up in China: “At the end of the day, business is what drives 
growth." The implicit implication: the two neighbours have little 
choice but to do business with each other. *The average Chinese 
knows very little about India," says Girija Pande, Head (Asia 
Pacific), Tata Consultancy Services (TCs), “Hu’s visit will help in dis- 
pelling notions that stem from little or no communication.” 

But till China actively, and sincerely, addresses India’s genuine sec- 
urity and geo-political concerns, the economic potential of the 
relationship will remain at sub-optimal levels. The sticking points: 
China’s claims over Arunachal Pradesh; its proliferation of missile 
and nuclear technology to Pakistan; its efforts at ringing India 
with military and naval bases—at Coco Islands near Andaman and 
Nicobar and Gwadar in Balochistan; and its overall efforts to keep 
India pinned down to the subcontinent. 

These are very real concerns for the Indian security estab- 
lishment. Hu, unfortunately, did nothing during his visit to 
address these. Sino-Indian relations, therefore, will continue to 
go forward two steps and come back one. 
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Q&A 


“We Will Tie Up 
With Bollywood" 


ICHAEL BURKE, CEO, FENDI, WAS IN 

the country last week to launch 
the Italian fashion label's first store in 
India, at the Taj Mabal Hotel, Mumbai. 
Br's Deepti Khanna Bose spoke to him 
in tbe middle of bis gruelling sched- 
ule. Excerpts: 


Typically, who is the Fendi woman? 
She's a strong woman; she's not 
frilly; and she dresses for herself 
rather than for others. Fendi is not 
about being girly and frilly; it's ser- 
ious, with a twist. But the twist is 
always a bit hidden, and you'll see it 
on second inspection. 


Worldwide, Fendi plays a big role in films. 
Do you have any plans to get involved in 
the Indian film industry? 

Opening up in Mumbai is the first 
step towards finding an appropriate 
way to collaborate with the Indian 
film industry. We want true relation- 
ships with directors, the stars and styl- 
ists. These things have to occur in a 
natural, organic way and now that we 
have our presence here, this is some- 
thing that will happen. 


How is Fendi doing in China? 

We opened our first store there only 
three years ago; now we have seven 
stores in China. We're profitable there. 
And it's going to be the same in India; 
we will be profitable here as well. 
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- AN EXCELLENT 
| © PRE-SHAVE PREPARATION 


+ 


| Formulated with aloe to gently soothe, the 
| Gillette? Series gel enhances razor glide 
| 


for a smooth and comfortable shave. 


AN UNSURPASSED‏ لے 
(fa TRIPLE-BLADE RAZOR‏ 
Ээ,‏ 


| The Gillette? MACH3® Turbo razor allows 
you to shave with less irritation, making 
your closest shave even more comfortable. 


| 
62 A REFRESHING 
@ AFTER-SHAVE SPLASH 


The Gillette® Series After Shave Splash, 
with its invigorating, masculine fragrance, 
helps you look and feel your best all day. 


Gillette 


The Best a Man Can Get 
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FM Radio is Booming 


THE PLAYERS 


NUMBER OF LICENCES WON 


CATEGORY 





KEY PLAYERS Г с 0 

Adlabs (Big FM) 4 ae 51] 24 3 1 
ENIL (Radio Mirchi) qu 80 sdb £j "m 29202 
Sun TV (South Asia FM) 0 6 gc n5 3 23 
Sun TV (Kal Radio) 1 б! imme, UM 0i v2 
MBPL (Radio City) 3x MED eo 6 и NE 
Dainik Bhaskar uk? m Bie 95 0 17 
India Today Group 3 fe, BLA r£ 1 1 
BBC +MidDay (Radio One) £v gen mg Hci c. 6 
HT Media (Fever FM) 3 1 0 0. 0 4 
NDTV -- Astro (Red FM) dam Ure U 0 001 es 
Total 25 37 42 67 8 178 


A+: Four metros; A: Population above 20 lakh; B: Population of 10-20 lakh 
C: Poputation of 3-10 lakh; D: Population of 1-3 lakh 







RADIO'S SHARE 
OF THE AD-PIE 


PER CENT VALUE 
(Rs CRORE) 
05-06 25 38 
2006-07 29 _ 500 
08 38 _150 
я 2008-09 51 1,140 


N THE PAST TWO MONTHS, ALMOST 100 NEW FM RADIO STATIONS 
have started up in 90 Indian cities. However, sceptics seem to 
doubt the viability of all these new channels. Not true, says a report 
by Morgan Stanley, which believes radio’s share of the Indian 
advertising pie will grow from 2 per cent today (against the global 
average of 8.5 per cent) to 5.1 per cent by 2008-09; it will then be 
worth about Rs 1,140 crore. The reason, it says, is the retail boom. 
Advertising by retail outlets accounts for over half the total radio ad- 

spend in most countries and just 8 per cent in India. So tune in! 
KUSHAN MITRA 


Нат Sine eS RARE Sot he ILS 
ADULTERATION INC. 
Adulteration of fuel is most rampant in the following five states. 


WARNING UNDER 
LETTERS INVESTIGATION 


STATES NUMBER OF 
INSPECTIONS 
CARRIED OUT 


NUMBER OF 
MALPRACTICES 


DETECTED ISSUED 





16 BUSINESS TODAY DECEMBER 17 2006 








ACILITIES MANAGEMENT SERVICES 15 
F emerging as a big business oppor- 
tunity, as companies increasingly out- 
source such work to outside agencies. 
“It began with soft services like security 
and cleaning and gardening and moved 
on to hard services like electrical and 
water maintenance and other serv- 
ices," says T. Raghu Nandara, MD 
of the (approximately) Rs 100-crore 
Updater Services, the largest player 
in the country, with offices in 10 cities. 

Nandana, who, incidentally, main- 
tains all Infosys facilities, employs 
10,000 people and has even received 


Nandana: In a services sweet spot 


$10 million (Rs 45 crore) in funding 
from venture capitalists like New 
Vernon Bharat. Updater Services han- 
dies everything from the reception desk 
to mail management (dispatch and 
receiving), to packing and loading of 
containers, to energy management, to 
supplying drinking water, flowers office 
stationery and catering services. 
Sinar Jernih (a Malaysian com- 
pany operating largely in the hospi- 
tality and hospital segments) is 
another player in this segment. J.S. 
Shekar, Executive Director, Sinar 
Jernih, says: “Given the shortage of 
nurses, hospitals are willing to out- 
source non-medical activities.” The 
boom in the retail and housing in- 
dustries means opportunities will grow 
several fold in the years to come. 
NITYA VARADARAJAN 


5 


[үн AVHSAN 


A4 


























Е аад тзн" s 2 NT "Mu Т" hp res 7 Sierra "UELUCUUMESET NE [учту чу TA yp 
.. bttrends 
ж 
A, R Circles Drive MOBILE MARKETSHARE 
1.80 4.93 
Mobile Growth Others 
India added 6.64 million cellular phone — 22.14 
users in October 2006; and the total Airtel 
mobile population of the country hit 
129.2 million. Bharti-Airtel remains the 
market leader and also leads with the 
highest share of net additions both in 21.08 
September and October. BSNL is runnin; Relian 
neck and neck with the Hutch/BP nane 
combine and if it maintains its lead over 
the latter in net additions, it will nose 
ahead in a matter of months. However, 
subscriber growth seems to have hit a | 
gentle slope іп the four metro circles. 17.07 —— -—— —— 7 
BSNL Hutch + BPL « 
WHERE IS THE GROWTH COMING FROM? Figures in per cent for October 2006 
Share of net additions (Category wise) 
10.66 £—— — —— 1142 
Metros SHARE OF NET ADDITIONS 
0.53 4.13 
MTNL Others 
9.27 —— 1334 
Idea Airtel 
13.30 
Tata Tele 
18.86 
Reliance 
2,515 
2,662 
135 —— 1—— 1682 
Hutch + BPL BSNL 
Figures in thousands for October 2006 Figures in per cent for October 2006 2 4 Р 


z 


The Department of Telecom (DoT) has divided India into four different telecom categories, i.e., The Metros (Delhi, Kolkata, Chennai and Mumbai), Category = 
A circles (including Gujarat, Kamataka and Andhra Pradesh), Category B circles (including West Bengal, Kerala and Rajasthan) and Category C circles = 
(including the North-East and Orissa). Source: Emkay Research, СОАІ, AUSPI = 
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Respite From Telecallers Still Some Way Off 


OW MANY TIMES HAVE YOU 
5а calls from telemar- 
keters offering you housing loans, 
personal loans, credit cards, insur- 
ance and the like? Your irritation is 
being addressed. The Telecom 
Regulatory Authority of India (TRAD 
has issued a consultation paper on 
“Unsolicited Commercial Comm- 
unication” and has invited com- 
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ments from stakeholders—telecom 
operators, banks and other agencies 
that use telecom services for ad- 
vertising, marketing and sales and 
the public at large—on the issue. 
The paper, incidentally, talks of 
penalising violators. “The aversion 
of many subscribers towards inva- 
sion of privacy and the nuisance of 
telemarketing has found expres- 


sion in a different fora. There have, 
thus, been attempts to resolve this 
problem, but the current solutions 
are fragmented and have not been 
comprehensive,” says TRAI. The 
exercise will take about three 
months to complete and TRA! will 
issue comprehensive guidelines 
based on these comments. 
SHALEEN AGRAWAL 
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Omega Boutiques: 

Mumbai: 
t; CR2 Mall, Nariman Point. 66550351 
- Grand Hyatt Plaza, 

Santacruz East. 30602002. 

Bangalore: 41130611. 

Chennai: 42316336. 

Delhi: 41513255 
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MFs Turn to Hybrid Plans to Beat Risk 


f| Biens APPREHENSION THAT A CORRECTION MAY BE AROUND THE 
corner in the stock market. So, fund managers are now look- 
ing to launch schemes that are more stable than the regular ones. 
Many mutual funds (Mrs) are, therefore, launching hybrid plans with 
a combination of equity and derivatives (E&D) in order to provide 
steady, albeit, lower returns. *E&D funds target those who like to 
park their money in bonds and Ер; this will help us expand the MF 
investor base," says Nilesh Shah, Chief Investment Officer, 
Prudential icici Asset Management Company. 

For example, Prudential icicr’s Wealth Optimiser Plan proposes 
to use various derivative strategies like index arbitrage, options, and 
cash futures arbitrage to generate returns. “The product will also 
have an unhedged equity exposure of up to 5 per cent of the 
portfolio value. This will be used to opportunistically invest in IPOs 
and other large-cap stocks,” says Shah. The idea is to generate ret- 
urns in line with balanced funds in cheap market situations, and to 
hedge downside risks in stretched market situations. 

Other Mrs are also following this strategy. Mihir Vohra, Head 
(Fund Management), HSBC, while announing the launch of the Tax 
Savers Equity Fund, an open-ended equity-linked saving scheme, 
says: “We are looking at hybrids as well to address this market.” 
Reliance, SBI, DSP Merrill Lynch and Lic are also looking at hybrid 
options and reorienting their existing schemes accordingly. 

AMIT MUKHERJEE 
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Shah: Looking to expand the MF investor base 


Textile Companies go Shopping Abroad 
GLOBAL APPETITE 


INDIAN COMPANY ACQUIRED COMPANY 
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HERE'S A MAD SCRAMBLE AMONG INDIAN 

textile companies to buy up foreign 
companies, or tie up with them for tech- 
nical or brand alliances. Companies like 
GHCL (Gujarat Heavy Chemicals) and Alok 
Industries have acquired companies 
abroad. Export-oriented companies like 
Raymond, Welspun India and 
Himatsingka Seide have also ramped up 
their presence in overseas markets. 

But Jigar Shah, Managing Director, KR 
Choksey Securities, an equity research 
firm that actively tracks textile companies, 
warns: “It’s still too early to say ‘the 
Indian textile industry has arrived’. We’re 
still at the stage when overseas takeovers 
merely give us a toehold in the developed 
market. We have to now differentiate 
ourselves to be able to leave our mark.” 

PALLAVI SRIVASTAVA 
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turning fingertips into eyes. 


^ what a thought! 
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innovation. we love it! +pricol+ 


better ideas for a better planet 


7 FACTORIES * 63 PRODUCTS * 4600 PEOPLE 


pricol limited # 702 / 7 avanashi road, coimbatore - 641 037, india 
ph: +91-422-4336000 fax: +91-422-4336299 email: city@pricol.co.in website: www.pricol.com 
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Bakhtawar Singh, in Bikaner, 
Keshav Reddy of Rajamundry, 
Suhas Gupta of Indore and 
Sudhir Rath of Cuttack had one 
thing in common - a dream 
to own a truck. 

They also had guts, grit and 


determination. But the question 


n he 


- 
3 


was who would provide the most 
critical resource to get the 
ball rolling - that first loan 
for a used truck. 

And who would understand 
that each of these people would 
give their everything to be 


successful. And not insist on 
| 


[| 





scrutinizing their savings 
account or land as collateral 
The answer was ready at hand 
- the Shriram Transport Finan 
branch near by. Where they not 
only received a warm welcome 
but got friendly advice on how to 
look for potential markets. 
And of course, they got their loans 
to purchase that first truck 
Bakhtawar, Keshav, Suhas 
and Sudhir each own more than 
three trucks. Some of them even 
own land. Others have sent their 
children for professional education 
with further help from Shriram 
Regardless of how prosperous the 
are, they never fail to stop by 
and meet their friends at the 
company. After all, a friend 
in need is a friend in deed 
Shriram Transport Finance 
Company - With 300 branches and 
4000 employees. Managing funds 
in excess of Rs. 9000 crores 
(US$ 2 bn). Proudly transforming 
the lives of 500,000 people 
like Bakhtawar, Keshav, Suhas 


and Sudhir across the country 


SHRIRAM 


Commercial Vehicle Finance 


Gels 7 gong 





INDIA'S LARGEST ASSET-FINANCING NBFC. 


Shriram Transport Finance Company Limited, Wockhardt Towers, 3rd Floor, West Wing, C-2, G-Block, Bandra-Kurla Complex 
Bandra (East), Mumbai 400 051. Tel.: 40959595 Website.: www.stfc.in 
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Funds for the Common Man 


HE SOCIO-ECONOMIC MINISTRIES HAVE DRAWN UP (OR ARE IN THE 
М е of drawing up) ambitious, and mostly expensive, wish lists 
they want Finance Minister P. Chidambaram to fulfill in the next 
Budget. Here’s a sneak peak at what they want: 





MINISTRY OF LABOUR AND EMPLOYMENT 
w Social security cover for the unorganised 
sector (93 per cent of the workforce): 

Rs 25,000 crore 

m National child labour project across 498 
districts: Rs 1,204 crore 

w Vocational training and modernisation of 
ITI: Rs 900 crore 


MINISTRY OF RURAL DEVELOPMENT 


ш Rural employment guarantee expansion 
m Training of rural artisans in marketing, 
packaging and branding 

т Bharat Nirman (roads, rural housing, 
roads, electrification): 

Rs 38,000-41,000 crore 


AMIT MUKHERJEE 


MINISTRY OF URBAN DEVELOPMENT AND 
POVERTY ALLEVIATION 

m Jawaharlal Nehru Urban Renewal 
Mission:Basic services and urban 
infrastructure: Rs 3,000 crore 

Integrated housing and slum development: 
Rs 1,500 crore 

m Low-cost sanitation: Rs 70 crore 

im National Building Organization: 

Rs 15 crore 

w Other housing schemes: Rs 10 crore 


MINISTRY OF HEALTH 
w National Rural Health Scheme: 
Rs 40,000 crore 


MINISTRY OF TRIBAL AFFAIRS 

w Tribal welfare programmes like scholar- 
ship schemes, research & training (including 
vocational training) in tribal districts, 
development of backward tribal groups and 
aid for National Institute for Tribal Affairs: 
Rs 1,800 crore 


MINISTRY OF AGRICULTURE 
im Improving farmers compensation package 
m Improving irrigation: Rs 3,500 crore 





SHAILESH RAVAL 


IIM FEST DRAWS 


India shining bright: At IIM-A 


IM AHMEDABAD'S EIGHTH INTERNATIONAL 
management summit, Confluence 
2006, was held from November 
23-26. The event this year was struc- 
tured around the theme of “The India 
Phenomenon”. As usual, several big- 
wigs of India Inc. and the political 
world—Arun Maira, Chairman, BCG 
India; Kishor Chaukar, MD, Tata 
Industries; Kishore Biyani, CEO, Future 
Group; Scott Bayman, President and 
CEO, GE India; Douglas Baillie, CEO, 
HLL, and Nitish Kumar, Chief Minister 
of Bihar—participated this year. 
SUJATHA SANTHANAKRISHNAN 


The author is co-ordinator, 
media cell, confluence 2006 


India Still Lags the World on Women’s Issues 





Overall 


Country 
Ranking 





Russian Federation 
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Price War in Motown 


^ i MOTORS, WHICH LAUNCHED A NEW INDICA 
with a smaller engine to take advantage of the 
reduced excise duty on petrol cars with engines 
below 1,200cc, has also launched a special lim- 
ited period discount of Rs 25,000 on the car, 
bringing its price down to Rs 2.30 lakh (ex- 
showroom Delhi). This places it squarely in Maruti 
Alto territory. Maruti has countered with a Rs 
11,000 discount on the Alto, which is India's best 
selling car (it sells about 20,000 units every month). 
The base Alto has an ex-showroom (Delhi) price of 
Rs 2.33 lakh (pre-discount). And while sales of 





Rs 2,30,000 


Promotional price ex-showroom Delhi 





Rs 1,96,000 


Prices ex-showroom Delhi, before discount 


Rs 2,33,000 


the venerable Maruti 800 have slowed down to 
under 10,000 units a month, Maruti, which feels the 
new Indica XETA GV might bite into its sales, is 
offering a Rs 15,000 discount on the 800, making 
India's cheapest car (Rs 1.96 lakh ex-showroom 
Delhi) even cheaper. This price war indicates that 
Tata Motors is putting its gloves on before Maruti 
comes out with the long-anticipated Swift Diesel, 
which will compete squarely with the Indica Diesel. 

KUSHAN MITRA 
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TOP OF MIND 


What is it: It's a service that lets users download and set any song or tune that 
may be playing anywhere as their “hello tune” within 30 seconds. The 
scheme is called Song Catcher. 


How: Subscribers need to place their handsets within a distance of one metre 
of the speaker on which the song is playing; then dial 393 and hold for 15 sec- 
onds to record any portion of the song; the service asks the caller for a confir- 
mation, after which the song gets set as the “Hello Tune” on the subscribers’ 
handset. 


Who: All the 30 million Airtel subscribers—both pre-paid and post-paid—who 
have activated the hello tune facility, can avail the service. The technology comes 
from the South Korea-based SKC&C Co. 


Cost: A successful download will cost consumers Rs 17. 


aaa Relevance: “Music consumption, especially on 
Ж: mobiles, is impulse-based. Research shows 
mm that our customers want music to be more 
| accessible and they want it in the least 
possible time. Song Catcher caters to that in- 
tuitive need,” says Gopal Vittal, Director 
(Marketing and Communications), Airtel. 
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ECONOMY 
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Status: Rs 91,374 crore in the first 
seven months (April-October) of fis- 
cal 2006-07, up 38 per cent com- 
pared to corresponding period of the 
previous year. 

Impact: Rising direct tax collections 
will lessen the burden on the econ- 
omy and make it easier to fund social 
sector schemes and shortfalls in sec- 
toral budgets. 
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10 year G-Sec yield figures in per cent 
Scurce: B7 Research 


Status: 7.53 per cent in November 
2006. 

Impact: A rise in the bond yields 
implies a fall in the bond prices and 
vice versa. Yields have been falling 
since September, indicating a possi- 
ble softening of interest rates. If int- 
erest rates do, indeed, follow the 
lead of bond yields, it will spur the 
consumption economy further and 
fuel further GDP growth. 
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P-WATCH 


A bird’s eye view of what's hot and what's 


not on the government’s policy radar. 





TRIMMING MOBILE CHARGES? 

THE TELECOM REGULATORY AUTHORITY OF 
India (TRA!) has proposed a reduction in 
service charges for mobile phone users 
while they are in roaming mode. In a move 
that can bring substantial relief to users, TRAI 
has suggested doing away with the monthly 
rental for roaming services, and instead 
introducing a usage-based composite per 
minute tariff structure. 

Currently, mobile operators charge 
subscribers about Rs 50 per month for availing such services. For SMS 
services, the authority proposes that there be no extra charges for send- 
ing SMss other than what the consumer is liable to pay when in the 
home network, and there be no charge at all for receiving SMS in roam- 
ing mode. Alternatively, the regulator has suggested a “home pricing 
rule" under which the visited network area becomes the home network 
area for the subscriber and he pays accordingly. While the regulator is 
seeking to bring down the roaming charges, to what extent the opera- 
tors blink remains to be seen. 


Regulator’s Take 





SHALEEN AGRAWAL 


TAX MAN’S LENS ON CASH 

TRAVELLING LOADED WITH CASH JUST GOT TOUGHER. IF YOU OR YOUR 
business were to bring in $22,000 (Rs 10 lakh) or more in cash from 
abroad, either as remittances or as capital, Big Brother would soon be 
keeping tabs on you. In a bid to crack the terror money trail, the gov- 
ernment is all set to amend the Foreign Contribution Regulation Act 
(FCRA), 1976, to allow the Finance Ministry to track all cash inflows of 
Rs 10 lakh or more. This move reportedly comes close on the heels of a 
recent meeting between the Finance and Home Ministries and intelli- 
gence agencies IB and RAW. 

The provocation for this is understandable. In recent times, there has 
been a sudden spike in foreign cash inflows into the country—with estimates 
for 2006-07 slated to be well over Rs 5,000 crore. Will it turn out to be a case 
of over-regulation or checking dirt money? Time alone will tell. 

AMAN MALIK 


DOLING OUTTAX-COLLARS 
THIS TIME AROUND, THE TAXMAN WILL KNOCK ON YOUR DOORS FOR A 
different reason—that is, if you don't have a PAN card. The Income Tax 
Department plans to dole out PAN cards en masse, suo moto. The idea is 
to check those having assets disproportionate to their income. 

Currently, individuals without a PAN card use Form 60 to declare 
their investments and assets. The government now wants to make 
Form 60 irrelevant. Evidently, it is not stopping at anything to ensure 
that tax revenues grow hand in hand with the GDP. 

AMAN MALIK 
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CURBS ON QUOTA __ 
THE HUMAN RESOURCE 
Development (HRD) Ministry 
plans to introduce reserva- 
tions in government-aided 
institutions, including IIMs 
and irs beginning 2007, 
though those in the private 
unaided sector are likely to 
be spared. 

It is unlikely that the gov- 
ernment will table the Bill 
on reservation in these ins- 
titutions in the current ses- 
sion of Parliament given the 
controversy surrounding the 
issue. Surely, an indefinite 
delay is welcome. 

AMIT MUKHERJEE 


Rigging: An 





ONGC GETS A LEG UP 


FOR PUBLIC SECTOR COMPA- 
nies, a poor track record 
does not come in the way 
of getting business in the 
oil sector. 

The government is all set 
to award the state-owned 
ONGC exploration rights to at 
least 24 oil blocks, even as 
the technical arm of the 
petroleum ministry, the 
Directorate General Hydro- 
carbons (DGH) has recom- 
mended against it. 

AMIT MUKHERJEE 
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RAM VILAS PASWAN 








Minister Paswan: Controversy is a part of his persona 
HEMICALS & FERTILISERS MINISTER RAM VILAS PASWAN, 
„60, is a much “misunderstood” man these 
days. No one can quite understand his “social rea- 
sons” for wanting to police drug prices in the coun- 
try. Earlier, it was the drug manufacturers who 
locked horns with him over the issue; now it's the 
Health Ministry. The latter feels Paswan's proposed 
Drugs (Price Regulation and Control) Bill, 2006 
interferes with its mandate. It is particularly worked 
up about a provision in the Bill that overrides any pro- 
visions contrary to it in any other law. The Health 
Ministry is concerned that this will infringe upon the 
Drugs and Cosmetics Act, 1940, administered by it. 
But then, controversy has always been part of 
Paswan's persona. He became a disciple of the late 
Jayaprakash Narayan in the late 1960s and piggy- 
backed his mentor to enter the Lok Sabha for 
the first time in 1974. Since then, he's been a 
member of almost every non-Congress govern- 
ment at the Centre (he was, in fact, a pivotal 
figure in the BJP-led NDA government) and is a 
leading player in the backward caste political 
game that North Indian politics has become. 

His stated ambition is to become Chief Minister 
of Bihar, which he was denied, first by Lalu Prasad 
Yadav, his arch rival in Bihar's caste politics, and 
then, by incumbent Chief Minister Nitish Kumar. The 
Bihar elections highlighted his chameleon-like char- 
acter, when he fought the Congress-RJD combine 
even while remaining part of the Congress-led UPA 
government at the Centre. "State elections have no 
influence on the central government," was his glib 
explanation. It defies logic, but that's Paswan for you. 

AMIT MUKHERJEE 
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NUMBERS OF NOTE 


$3.46 trillion (Rs 1,55,70,000 crore): The 


total value of announced acquisitions worldwide 
in 2006. The previous record was $3.33 trillion 
(Rs 1,49,85,000 crore) of acquisitions in 2000 


84,000. The number of new houses Mumbai 
requires a year; the government and private players 
combined can offer only 55,000 


12 per cent: The proportion of Indian population 
in the age group 30-50 that has diabetes, 
according to medical journal The Lancet 


Rs 3.5 lakh: The average salary of an Indian 
pilot (including allowances) per month compared to 
Rs 1 lakh in 2004 


$170 bition (Rs 7,65,000 crore): The net 
worth of the India's 40 richest people, according to 
Forbes Asia. Last year, the figure was $106 billion 


176.5 million: The total number of telephones 
in India in October 2006, up from 170 million in 
September 2006, a growth of 3.8 per cent 


$4.38 billion (Rs 19,710 crore): Foreign direct 
inflows during the first half of the financial year 
(April-Sept. 2006) compared to $2.2 billion (Rs 
9,900 crore) in the corresponding period last year 


38. 5 per cent: The rate of growth of Indian ITES 
and BPO sector in 2006. The size of the sector is 
$7.2 billion (Rs 32,400 crore) and it employs 4.15 
lakh people 


$2 billion (Rs 9,000 crore): The size of Finance 
and Accounting Outsourcing (FAO) business in India. The 
compounded annual growth rate of FAO is 30 per cent 


$320 billion (Rs 14,40,000 crore): India's 
estimated total expenditure on infrastructure over 
the next five years 


304: The number of universities in India. 
The figure for professional colleges in the 
country is 2,751 


200: Number of unique items 
created by Cartier every year; each can 
cost anywhere from $190,000 to more 
than $6 million 
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LONDON STOCK EXCHANGE CHOOSES 
WINDOWS OVER LINUX FOR RELIABILITY 


Reliability Is Key in the 
*World's Capital Market” 





Tom Nagy for The Highly Reliable Times 


THE HEADQUARTERS BUILDING of the London Stock 
Exchange, located in London's Paternoster Square. 





London Stock Exchange 








By MICHAEL BETTENDORF 


LONDON, Oct. 2006 
When an IT system must 
process 15 million real-time 
messages per day, with peaks 
at 2,000 messages per second, 
even one second of downtime 
counts. That's the pressure 
the London Stock Exchange 
faced when building Infolect, 
the Exchange's real-time 
stock-ticker information. de 
livery system. 

The solution had to have 
rock-solid reliability, nothing 
less. "Reliability is one of the 
key attributes of the Exchange 
in its technology systems. 
These systems have to work 
every day, 24/7, to make sure 
the markets are there," said 
CIO David Lester, who evalu- 
ated both Linux and Micro- 
soft* Windows Server* 2003 
for the Exchange's core tech- 


nology systems. "We looked 
at a number of different plat- 
forms for our Technology 
Roadmap and we lined up 
our business requirements 
with the capabilities of thosc 
platforms and Windows 
Server was the clear choice.” 

Іп Lester's view, long- 
term reliability is a function 
of a solid relationship: “We 
wanted a deep partnership 
with an organisation that 
could deliver the kind of 
mission-critical technology 
that we needed and we felt 
Microsoft delivered just that.” 

For the full London Stock 
Exchange case study, plus 
other case studies and inde- 
pendent research findings on 
the reliability of Windows 
Server versus Linux, visit us at 
microsoft.com/indialgetthefacts 





BREAKING NEWS: 


London Stock Exchange Achieves 


Record Reliability 


David Lester, Chief Information Officer of the London Stock 
Exchange, cites Windows Server as key to maintaining system 


reliability and performance 


- Continued on Page B3. 
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Fom The Editor 


VERY TIME THE TOPIC OF SUCCESSION PLANNING 

comes up, it’s fashionable to draw a contrast bet- 

ween the professionally-managed corporation and 
the family-managed group. The point being that pro- 
moters must treat ownership and management as two sep- 
arate issues. Well, having watched and written on both 
family-owned and professionally-managed businesses 
over the years, I can tell you one thing for sure: This de- 
bate, while well intentioned, is a bit misplaced. Just like 
a ‘professional-managed’ company need not be profes- 
sionally run, a family-managed business need not be 
worse off for having a scion at the helm of affairs. 

So, I wasn't excessively surprised when I discovered 
from our cover story this issue that, more than the fam- 
ily business, it was the professional-run corporation that 
seemed to have been caught off guard on this whole issue 
of succession planning. And, mind you, that's not. a 
statement I make. Admitting as much is Larsen & 
Toubro's Chairman and Managing Director, A.M. Naik, 
who says that succession planning is easily the biggest chal- 
lenge he faces at the conglomerate. By contrast, family 
businesses have handled the issue without much problem. 
Part of the reason is, of course, that 
most of them follow a simple policy of 
primogeniture. The other, and larger, 
part of the reason is that business fam- 
ilies have become much more sensitive 
to the criticism of not being profes- 
sionally run. Therefore, many of them 
have ensured that their children don't 
just get world-class education, but also 
earn their spurs the hard way. Rajiv Bajaj, Bajaj Auto's 
Managing Director of 19 months and elder son of 
Chairman Rahul Bajaj, is an engineer from the University 
of Warwick and more than earned the top job by leading 
the company's successful foray into motorcycles. Some of 
the board-run companies, on the other hand, have suffered 
from the absence of a strong board. They are not to be 
blamed entirely. Until recently, India did not demand 
strong corporate governance norms and neither did 
companies have to face fiercely competitive global mar- 
kets or vocal investors. With the result, grooming the next 
generation of leaders has become perhaps the most im- 
portant job for India Inc.'s chieftains. 

Meanwhile, we also have two very interesting “from- 
the-front” dispatches this issue. One goes face to face with 
farmers who stand to lose their farms to special eco- 
nomic zones (SEZs). No doubt, the SEZs will eventually help 
the regions where they come up. But for farmers, most of 
whom live from season to season, that's too distant a 
promise. The other looks at how life in the small taluka 
of Baramati is changing due to the arrival of wireless 
broadband. Two faces of modernisation? You bet. a 
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device and other product supporting Bluetooth wireless technology is not guaranteed and depends on compatibility. For more information on 
the compatibility between the devices with other product supporting Bluetooth wireless technology, please check with the manufacturer 


3 # «4| Always insist on original Nokia india Warran to safeguard against buying used, refurbished or tampered phones. Nokia India Warranty ts applicable only for phones 


imported by Nokia India Pvt. Ltd. For assistance on Nokia products and services, coli Nokia Care. Add STD code when diolling from a GSM connection 
ja __T تخس ل ل ا ل‎ sid 
Nokia Wireless Headsets available at Nokia Concept Store, Nokia Priority Dealers and other mobile phone outlets. Bates Enterprise 1280 
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Great Indian- 
Bribery Trail 


When plots available i in industrial sites fall short of demand, bribes become necessary vs 4 nr Indias ranked * de : 
to ensure allotments. The amounts can vary from a few lakh to several crore ption М " 
depending on the size of the plot and the demand for it. 163: 
RECIPIENTS: Politicians, bureaucrats and the lower officialdom in that order. 


The usual practice i is to pay a small amount (say, Rs 10,000-20,000) to the officials 
who register the company. Promoters oblige because they want to avoid “problems” 
at the initial stage of setting up their business. 


RECIPIENTS: Members of the lower bureaucracy 




























Sales tax officers are notorious for their love of “sweetners”. So, businessmen have 
no choice but to pay up—and keep paying as they have to interact with the sales 
tax authorities almost on a weekly basis. 


RECIPIENTS: Mid-level and lower bureaucracy 


D Cat: 
Exc : SE Й 
) tme i Г 
The situation is the same as іп the Sales Tax Department. " cu 9F 
RECIPIENTS: Mid-level and lower bureaucracy; senior bureaucrats : 


and politicians also have to be paid off in case of disputes involving 
large sums of money. 


рн — 
"Smart" businessmen maintain an ongoing relationship with the ۴ es Ei 
1-7 Department and keep its officials “happy”. However, if disputes Re 

arise, one usually has to pay a percentage of the disputed amount 

as bribes to resolve it. 

RECIPIENTS: Mid-level and lower bureaucracy; senior bureaucrats 

and politicians also have to be paid off in case of disputes involving 


large sums of money. 2 i 
* 


Non-compliance with labour laws is the norm in many industries. 
Result: one has to pay small monthly or quarterly stipends to 
labour inspectors to ensure that they file no adverse reports. 
RECIPIENTS: Lower bureaucracy 


AIRLINE PROFITS: PIE IN THE SKY 52555: ctn & incresion ои Ai 
Profitability Slicing profits by regions 


i0- 85 82 85 1 GLOBAL 


North America 
Europe 
Asia-Pacific 
West Asia 
Latin America 
Africa 
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Markets 

Domestic (US only) 
international 

(IATA members only) 
Others 


Source: IATA Figures in $ billion 
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Power * 

k .  Promoters have to pay State Electricity Boa officia 
| private power companies a lump sum (ranging from 
< lakh) to get an electricity connection for their fact 

_ RECIPIENTS: Lower bureaucracy/officialdom ane 
power companies 


Customs Department 
Businesses have to pay speed money to Cu 
consignments from ports; the amounts can range 
to a few lakh depending on the value of goods bei 
RECIPIENTS: Mid-level and lower bureaucra 


Loans from public-sector banks 
г Businessmen usually get their working capital 
PSU bank, the sanction can be speeded up if 
officials “happy”. This is usually 0.5-2 per cen 
RECIPIENTS: Mid-level officials | 











Insurance 


Money changes hands wh 
.has to pay the surveyor w T 
recommends the amount that should 
This is usually a fairly la 

nd 5 per cent of the clai 
RECIPIENTS: Lower level offi 
the money is believed 
the sanctioning authority 


Police | 
Businessmen have to pa 
hafta, to ensure “р 


 RECIPIENTS: Police stati 
also have to be paid 0 









ansport 


Most of the money collect 
RTO officials’ pockets. · 


RECIPIENTS: Lower bureaucracy 






` These unaccounted-for payments can ad 
. costs and 2-3 recurring expenses of a bus 
. add that not every officer working in the dep 
corrupt. These are simply ballpark figures 
to businessmen, consultants and tax profi 


IATA’s latest forecast on the airline Industry shows a modest improvement 
in its financial performance this year, with net losses falling to $1.7 billion 
and operating profits improving, in spite of a further rise in oil prices. 01 
prices have averaged around $68 a barrel so far this year and shows no 
sign of decline. However, the first-half financial performance was better 


than expected. Restructuring and cautious capacity management took 
load factors to record levels, while strong economic growth boosted traffic 
and yields. The outlook for 2007 is less certain with a US-led economic 
showdown threatening to remove the revenue strength that, so far, has 
offset rising fuel costs. 


In Asia, the industry has suffered from its relatively low hedging ratios 
and its consequent exposure to the rise in fuel price. Liberalisation, 
aircraft deliveries and new entrants are alse increasing competition in 
the region. Yields are starting to suffer. [ATA has, therefore, revised down 
its forecast for prolits in 2007 

Soues: ICAO data 









| TO BE PRECISE | 









"Budget targets will be met in 2006-07. 
When I rise to present the Budget on 
February 28, I intend to be able to say that 
we have met the targets" 


P Chidambaram, Finance Minister, on the sidelines of the Group of 
20-weekend summit meet in Melbourne, to agencies. 


“Only when the hare naps does the tortoise 
overtake it. China will never nap in the 
process of its economic development” 


Wang Jinzhen, a Chinese trade promotion expert, on the 
notion that India will overtake China by 2020, in ТУМА 


“India is the fastest-growing market 

for wealth creation” 

Nicholas Windsor, Head of Personal Financial Services at HSBC India, 
in BusinessWeek 


“India cannot be a major player in automobiles 
for quite some time. As a country, we produce 
one million cars, but there are stand-alone 
companies globally that produce more than one 
million each” 

Jagdish Khalaf, Managing Director, Maruti Suzuki, in Business Week 


“Everybody wants to come to India. I think 
it is a reflection of a robust economy rather 
than something to worry about” 


Piyush Pandey, Chairman, Ogilvy and Mather, in 
The Economic Times 


"As the market changes, we realise that even 
to stay on top of the Indian market, we need 
to be global players" 


Pawan Goenka, President E the automotive division of 
Mahindra & Mahindra, in The New York Times 


“It was really a humbling experience. From a 
topper in my school at Dehra Dun, I suddenly 
found myself studying (at HT, Delhi) with people 
who were thousand times more brilliant than me. 
That was my first incentive for raising the bar” 
Rahul Dhir, CEO, Cairn India, in Business Standard 


"Our refrigerators that you buy here will have 
the freezer section at the bottom instead of the 
top. We found that Indian families don't like 
to eat leftovers, and so, are unlikely to freeze 
food for the next day" 

Pranab Dabhal, COO, Haier Technologies, in BBC online 
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ONLY AN ASHOK LEYLAND ENGINEER 


WILL BE INSPIRED BY RAAG MADHUVANTI 


TO CREATE QUIETER LUXURY COACHES. 








YOU COULD CALL IT THE PASSION TO BRING TECHNOLOGY INTO EVERYDAY SITUATIONS 


It shows in the way our engineers met Mumbai's rush-hour need for buses that 
facilitated easy entry and exit. The challenge was to retain the engine in front, 
keep costs low and yet lower the floor height. Our team came up with a nov 


solution: the semi-low floor bus that met all these criteria 





and one step less to 





4°“ climb Delhi needed CNG buses, we had a pioneered this 
eco-friendly technology. Not surprisingly, we are the only source for the 


double-decker and vestibule buses. And, our engineers are already busy 


ASHOK LEYLAND 


developing fully-built buses that will help our customers earn from day one ОЛИШИЯМЕЄ N GINEERING YOUR TOMORROWS 





bt noted 


ANNOUNCED: By 
the BSE, a revision 
in the composition 
of the BSE-100, 
BSE-200, BSE- 
500, and the BSE- 
n tech and sectoral in- 
dices, from January 8, 2007. Some 
companies moving out of the BSE- 
100 index are Jet Airways, Tata 
Teleservices and Andhra Bank. The 
new entrants are Dabur India, Essar Oil 
and Reliance Petroleum. 





PLANNED: By the goverment, a 
new set of parameters to determine 
whether a public sector unit (PSU) 
will qualify for the coveted Navratna 
status. The new measures include 
PBDIT (profit before depreciation, 
interest and tax), EPS (earnings per 
share), net profit, net worth, cost 
of manpower and cost of prod- 
uction. 


DELAYED: 160 infrastructure proj- 
ects in the country, resulting in cost 
overruns of over Rs 31,500 crore. 
Bihar has the largest number of such 
projects (15) that reported delays 
ranging between one and 14 months. 
In Delhi, cost overruns doubled the 
cost of three projects to Rs 10,970.46 
crore, from the original level of Rs 
5,367.39 crore. 


SEWN UP: Between UTI Mutual 
Fund and Shinsei Bank, an alliance to 
tap Japanese investors looking to 
invest in the Indian stock markets. 
They will launch Shinsei UTI Indian 
Equity Fund, a pure equity scheme 
targeted at retail investors in Asia's 
biggest economy. The fund will be 
open from December 4-17. 


LEASHED: By the new Competition 
Commission of India, MNCs want- 
ing to flex their intellectual property 
muscle to price their drugs too high, 
the Company Affairs Ministry told a 
parliamentary panel. This is the sec- 
ond instrument that the government 
will use to keep prices of patented 
drugs under check. The first, of 
course, is price negotiations as a pre- 
condition for giving marketing ap- 
proval to any patented drug in India. 


PROPOSED: By 
the Texas Pacific 
Group (TPG), a 
plan to merge its 
Asian affiliate 
Newbridge Capital, 
* with itself “to blend 
Asian and Western businesses”, 
according to TPG Managing Director, 
Vivek Paul. While TPG has just raised 
its fifth fund of $17 billion, Newbridge 
manages over $3.2 billion. 





REVENUES ARE BUOYANT 


Looking Up 
Th A~ cT due 


I 
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SELLING 


ILL A COUPLE OF YEARS AGO, MOVIE 
T o were simple and 
straightforward—trailers in cin- 
ema halls, posters across towns, a 
few ads in leading papers before release 
and television spots on entertainment 
channels. But all that has changed. 
Today, movie promotion and market- 
ing costs have gone up drastically. 
"Media proliferation is one of the rea- 
sons for the spike in movie marketing 
costs. Today, reaching out to the mul- 
tiplex audience means having a strat- 
egy for print, outdoors, radio, mobile 
and video games. All that takes 
money," says Sanjay Bhutiani, 
Business Head, BR Chopra Films. 
"A couple of years ago, movie pro- 
motion costs were less than 5 per 
cent of total budgets. Today, a small 
budget (Rs 4 crore) movie's promotion 
costs might run up to as much as 
40-50 per cent of its production cost. 


"e 


Rs 35 crore 
ARUM qul Wd Md sce foto Roi at 


Serre aay intcr indi 


A big movie's (Rs 10 crore-plus) mar- 
keting costs can be as much as 15-20 
per cent of its budget," says Navin 
Shah, CEO of P9, which marketed 
Sahara One's movies like Corporate. 
"Producers, today, release 1,000 
prints of movies and collect what were 
earlier more than 6 weeks' worth of 
collections within the first three days of 
release. Thy need to create a buzz 
around their movies; hence, the large 
ad budgets," he adds. 

T.V. MAHALINGAM 





THE TREND IS CATCHING ON 





heav- 
lower. 


If the Mercedes-Benz C-Class has Touchshift for sheer driving 

long been your dream, now is the pleasure,  2-stage air bag 

time to realize it. This dream deployment and more. Visit our 

machine features rear wheel showroom and you'll discover the 

drive for easy maneuverability, means of owning your dream. Mercedes-Benz 
automatic transmission with Go ahead, make it happen. The Future of the Automobile 





DaimlerChrysler India Private Limited, Sector 15-A, Chikhall, Pimpri, Pune 411 018. Tel: (020) 2750 5325/2750 5326 Fax: (020) 2750 5959 
e-mail: dccacl @daimlerchrysler.com Website: www.mercedes-benz.co.in NEW DELHI: T & T Motors Ltd, (Okhla Showroom) Tel: 011-26821005 Fax: 011-26821013 
(C.P. Showroom) Tel: 011-23353000 Fax: 011-23327309 (West Delhi Showroom) Tel: 011-41022304 Fax: 011-41022307 (Okhla Phase IH Workshop) Tel: 011-26821005 
Fax: 011-26821013 (Okhla Phase I Workshop) Tel: 011-41017610 Fax: 011-41017617 (Quick Service Station-West Delhi) Tel: 011-41022304 Fax: 011 41022307 Patel Auto 
Services Pvt, Ltd. Rajendra Place: (Authorised Service Station) Tel: 011-25714952 Fax: 011-25751949 (Gurgaon - Body & Paint) Tel: 0124-2321315 Fax: 0124-2327376 
CHANDIGARH: Tai-Pan Traders Ltd. (Showroom & Workshop) Tel: 0172-2651734 Fax: 0172-2653330 LUDHIANA: Tai-Pan Traders Ltd. (Showroom & Workshop) 
Tel: 0161-5086333 Fax: 0161-5086222 BANGALORE: Sundaram Motors (Showroom) Tel: 080-22123781 Fax: 080-22273533 (Workshop) Tel: 080-22123780 
Fax: 080-22273533 CHENNAI: Trans Car India Pvt. 144, (Showroom) Tel: 044-24349715 Fax: 044-24320936 (Workshop) Tel: 044-26241400 Fax: 044-26245982 
COIMBATORE: Sundaram Motors (Showroom) Tel: 0422-2452020 Fax: 0422-2430394 (Workshop) Tel: 0422-2433275 Fax: 0422-2430394 COCHIN: Rajasree Motors 
Pvt. Ltd. (Showroom) Tel: 0484-2706432 Fax: 0484-2706264 (Workshop) Tel: 0484-2706987 Fax: 0484-2706264 HYDERABAD: Adishwar Auto Diagnostics Pvt. Lid 
Mahavir Motors (Showroom) Tel: 040-66668008 Fax: 040-23306132 (Workshop) Tel: 040-65581010 Fax: 040-23306134 (Show-Window) Tel: 040 64509004 
Fax: 040-66414488 MUMBAI : Auto Hangar (India) Pvt. Ltd. (Showroom) Tel; 022-66123800 Fax: 022-66123899 (Workshop Andheri): Tel: 022-66123400 
Fax: 022-66123434 (Quick Service Station-Worll) Tel: 022-66123900 Fax: 022-66123939 (Show-Window) Tel: 022-67106660 Fax: 022-67106664 Sanghi Motorcar Co 
(Showroom) Tel: 022-23842244 Pax: 022-23805595 (Workshop) Tel: 022-24962117 Fax: 022-24965910 PUNE: Millennium Motors Pvt. Ltd. (Showroom) 
Tel: 020-56085750 Fax: 020-56014008 (Workshop) Tel: 020-56152050 Fax: 020-27148250 AHMEDABAD: Cama Motors Ltd. (Showroom) Tel: 079-25505281 
Fax: 079-25500491 (Workshop) Tel: 079-25505281 Fax: 079-25500491 KOLKATA: Interkrafts (Showroom) Tel: 033 24483894 Fax: 033-24483864 (Workshop) 
Tel: 033-24078286 Fax: 033-24518838 

Accessories and features shown may not be part of standard equipment. Mercedes-Benz cars: serles W203 meet Bharat Stage Ш emission norms 


Grand Hyatt Taipei Park Hyatt Saigon 
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Hyatt RegencyWangzhou Grand Hyatt Seoul 








IMPRESSIVE PRESENTATIONS BEGIN 
WITH AN EXCEPTIONAL SETTING 


For more information about meetings and events at Hyatt Hotels & Resorts*, please contact your local planner or sales office 


India india.sales@hyattintl.com +91 22 6676 1240 © Singapore singapore.salesGhyattintl.com +65 6416 7121 
Hong Kong hongkong.sales@hyattintl.com +852 2539 1234 * China china.sales@hyattintl.com +86 21 5047 1421 (Shanghai) +86 10 6510 9709 (Beijing 


Japan japan.sales@hyattintl.com +81 3 3222 0441 • Australia pacific.sales&hyattintl.com +61 (02) 9256 1510 


HYATT, 


PARK HYATT HOTELS GRAND HYATT HOTELS HYATT REGENCY HOTELS 


h 


There are 217 hotels and resorts (over 90,000 rooms) in 43 countries around the world, operating under the Hyatt*, Hyatt Regency*, Grand Hyatt* and Park Hyatt br 


HYATT пате, design and retated marks are trademarks of Hyatt international Corporation. ©2006 Myatt intermational Corporat 





BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: global professional services 
firm Ernst & Young. Here are the deals that were struck in November 2006. 









Deal Particulars: in a continuation of its aggressive divestment spree, the Aditya 
Birla Group has sold another 8 per cent of its stake in Idea Cellular to UK-based asset 
managers, GLG Partners. This transaction is estimated to be worth $213 million (Rs 958.5 crore) 
and follows previous divestments to Providence Equity Partners (15 per cent), ChrysCapital, 
TA Associates and Citigroup (10 per cent). 

When Idea Cellular goes for an IPO, these transactions will provide the company a reputed in- 
vestor base, coupled with a benchmark on valuations, It may be recalled that the Aditya Birla 
Group had bought out the Tata Group's 48.14 per cent stake in Idea for Rs 4,406 crore earlier 
this year. 


DEALTRACKER 





Impact Analysis: After this selloff, the net holdings of the Aditya Birla Group in Idea 
Cellular is 65 per cent, down from the 98.3 per cent after it bought out the Tata Group's hold- 
ings. According to publicly available information, the recent spate of deals puts the company's 
enterprise value at around $3.4 billion (Rs 15,300 crore). Further, the Aditya Birla Group has 
sold stakes to these investors at around Rs 53 per share, which is nearly 30 per cent more than 
the rate (Rs 40.50 ) it paid for the Tata Group's stake barely six months ago. 







DEAL OF THE MONTH 





TARGET : : ACQUIRER | INDUSTRY TYPE DEAL VALUE: 
(Rs crore) | 


$ТАКЕ 












ТЕНЕ 
Undisclosed — — 6090 



































Liliput Kidswear — — (— 1 Jndwson —— Real імі isclosed —— 24.10% 
Boston Ritz Carton — — — — Hotels — — Acquisition 100%. 
Medvases о Aen Lifesystem Pharmaceuticals Acquisition | Undisclosed — — 10095 
Mangalam Drugs & Organics — „investment — Undisclosed 3.77%. 
Professional Access ..'^muisition 93.7 51%. 
Taj Television, Dubai —  — Media Investment __ Undisclosed —— 50%. 
Cereagi — — 8 Chemicals — — — — 1 Acquisition — 6422 — — 100%. 
Trust С Acqu ..043 1006. 





Premier Tissues india — — 

Isogen Life Science, The Netherlands 
Snowman Frozen Foods — 
Cairn India — — —— 
Cain India 
*includes апу M&As, р 





divestment — 690 370% 









Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 
announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 
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THE BT 50 


INDEX 
Still marching smartly. 
BT 50 
493.40 
335.47 
November 28, 2005 November 27, 2006 
BT Auto 
981.24 







764.07 





November 28, 2005 November 27, 2006 


BT BFI 


781.93 





November 28, 2005 November 27, 2006 


BT Pharma 









BT Telecom 
369.39 ny 
November 28, 2005 November 27, 2006 
BT FMCG 
382.61 
312.06 


November 28, 2005 November 27, 2006 


BT Tech 


312.43 





November 27, 2006 
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COPING WITH CAPITAL 


Despite being more efficient, India’s private sector gets less lending than priority sectors. 
Distribution of commercial credit, FY 2005* 


Private Sector 0 10 20 30 40 50 60 70 30 90 100 
Corporate discretionary lending Eg TTD mm 
Corporate priority lending? Феу mm 
Priority Sector 
Public-sector enterprises = 


SWOT ETRE RES 
Agriculture үү cea I eee ones Т 


























Household enterprises, proprietorships EIT nn 0000] 
Figures in per cent 


Labour р rd , FY 2000 ^ 
Real value added per worker, $thousand 
Private corporate sector خش‎ = a 10.4 
. Public sect 5.6 
Agriculture sS 1.1 
Household enterprises, proprietorship 05 


€ Estimate of lending to small corporations equals other priority sector outside of agriculture and small- 
scale industry. *Gross bank credit excluding financial companies; i corporate bonds and private 
placements, loans, and investments from the government to public-sector enterprises. 

^ Latest available employment estimates for all sectors of the economy. 














Private-sector funding 
Sources of funds raised, 2000-05** 
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**US sample includes all listed companies with revenues > $500 million, 1995-2004, 


All figures in per cent 
^^ Numbers do not sum to 100 per cent because of rounding 


other samples include 160 companies per country 





You might think that the private corporate sector, as the most productive part of the economy, would 
be the main recipient of funding from the financial system. You would be wrong. Most of the funding 
goes to the government and to investments it designates as priorities. Private corporations receive just 
43 per cent of the country's total commercial credit and that level hasn't increased since 1999. This 
pattern of capital allocation impedes growth because SOEs are, on average, only half as productive as 
private ones and require twice as much investment to achieve the same additional output. Productivity 
in the agricultural and unorganised sectors is only one-tenth as high as it is in India's private sector. 
The equity markets do a somewhat better job of financing private companies. But new equity issues 
account for little of the gross funding raised by companies anywhere. In India, they amount to just 2 
per cent of it. Not surprisingly, companies finance their investments by relying on retained earnings, 
which provide nearly 80 per cent of the funds they raise, a level far higher than that in most other Asian 


economies Source: McKinsey study 
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Wal-Mart: Made in India 


After negotiating with Tesco, Bharti hops into bed with the US retailer. PALLAVI SRIVASTAVA 





ILL THE LAST LAP, IT WAS 

in distinct second posi- 

tion. But in true cham- 

pion style, Wal-Mart, 

the largest grocery re- 
tailer in the Us, pipped its counter- 
part in the UK, Tesco, at the prover- 
bial post to earn the right to partner 
the Bharti Group, and thereby, to 
flag off its India retail game plan. 
Bharti and Tesco, which had been 
huddled with the Mittals for four 
long months—periodic speculation 
of a joint venture, which would be 
duly denied, made that period seem 
longer—couldn’t agree on a few 
fronts, paving the way for Wal- 
Mart to close a deal in double-quick 
time. “We have signed a Memo- 
randum of Understanding under 
which we will jointly explore and 
identify retail market opportuni- 
ties in India,” says Rajan Mittal, 
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Joint Managing Director, Bharti. 
Under the terms of the collaboration 
pact, Bharti and Wal-Mart have 
signed up a master franchise agree- 
ment for front-end retailing. Both 
the companies will be equal stakes 
partners in the venture. The stores 
will be branded with a combina- 
tion of both Bharti and Wal-Mart. 
The joint venture will not invest in 
real estate and will look at third- 
party investors to partner them in 
infrastructure creation. 

So, at which point exactly did 
the trail go cold in the Bharti-Tesco 
negotiations? The UK retailer’s talks 
with the Mittals screeched to a halt 
when the issue of shopping for- 
mats came up for discussion. Bharti 
apparently was (and obviously still 
is) in a mood to launch aggres- 
sively, with a flurry of formats in 
tow—cash-and-carry, hypermarket, 


. WHY MITTAL 

_ PREFERRED WAL-MART 

п US retailer agreeable to an equal 
status venture (50:50) 

m Wal-Mart willing to commit more 
investment than Tesco - 


п Royalty payments to be paid by 


Bharti on the lower side in the 
Wal-Mart JV 


` u Wal-Mart willing to launch all 


types of formats, pan-India 


supermarket, neighbourhood stores, 
online stores, et al. *Whichever 
way the Indian consumer wants to 
shop, we want to be ready for 
that," avers Mittal. Tesco, it is 
learnt, preferred a somber kick- 
off, perhaps preferring to first gauge 
consumer response (although in 
the UK it has a combination of for- 
mats, including out-of-town hy- 
permarkets, supermarkets, metro 
stores—in city-centres——and one- 
stop small stores). But Bharti might 
have had other (mega) plans as 
Mukesh Ambani's retail juggernaut, 
Reliance Retail, promises to rock 
with multiple formats, and has 
already begun to roll. 

"The retail battle between Bharti 
and Reliance will not be fought in 
the metros. The strategy will be to 
focus on customer reach and the 
speed with which they do it will 


matter,” says Arvind Singhal, Chair- 
man, Technopak Advisors, a Delhi- 
based retail consultancy. Wal-Mart, 
which opened its first retail store 
in 1962 in the us, had confined its 
operations to small towns for many 
years and moved on to expand its 
presence in the big cities only after it 
had built a strong customer follow- 
ing in the smaller towns. Instead of 
the no-frills approach that most of 
the retailers were intent on, Wal- 
Mart tried the discount approach 
in small towns, something nobody 
had thought about. With virtually no 
competition and the large demo- 
graphics that it was serving, the 
company became an instant hit (al- 
though labour-relation woes have 
dogged the retailer famous for its 
low prices of late). When asked 
about this strategy in India, Mittal 
says, “India is a different market.” 
But that won't slow down Wal- 
Mart's India rumble. *The pan- 
India roll-out of the multiple shops 
will happen within the next 12 
months," adds Mittal. 

The other reason for Bharti 
and Tesco not being able to see 
eye to eye is of course money. 
Wal-Mart apparently offered a bet- 
ter deal in terms of royalty and 
investments than the offer made 
by Tesco. Tesco officials could not 
be reached for comment. 

Wal-Mart Stores, which inter- 
nationally comprise super centres, 
discount stores, neighbourhood 
markets and online retail formats, 
buys products from over 70 coun- 
tries. It has a liaison office in India 
and expects to step up sourcing of 
items such as apparel, textiles and 
shoes from India, which has to- 
talled more than $1.6 billion in 
2006 so far. Bharti-Wal-Mart won't 
restrict its sourcing to just the 
Indian base. “If the customer wants 
something that is not available in 
India, we will procure it. We are 
open to sourcing from abroad," 
says Mittal. Bharti already had a 
joint venture with the El Rothschild 


group for FieldFresh, which sup- 
plies fresh produce to global re- 
tailers (and would be supplying 
fresh produce to the Bharti-Wal- 
Mart conglomerate). Now El 
Rothschild is a substantial share- 
holder in Tesco, and Bharti's last- 
minute ditch may not go well with 
it. Tesco, for its part, will now be- 
gin scouting for a new Indian retail 


partner. For Wal-Mart, which has 
had a disappointing start to the 
holiday shopping season in the us, 
and which has averaged a growth of 
just 2.4 per cent in same-store sales 
(sales to stores which have been 
open for more than one year) for 
the February-October period, the 
India jv could well enable it to be in 
the right place at the right time. 


OVERALL 
Hu 





DECEMBER 17. 2008 BUSINESS TODAY 45 





J WERTE e д wot: 
и 
n 


bt current 


Ё 


c- тү: 


== 


ЕРРЕТИ 


чау -—; 


” 


Tata Steel тау be pipped at 
the post by a Brazilian major. 


OMPANHIA SIDERURGICA NACIONAL 
dieere exactly roll easily off 
the tongue, but you can be fairly 
sure that most of the top brass at 
Tata Steel would by now be 
familiar enough with the Brazilian 
steel major. Last fortnight, the 
company commonly—and merci- 
fully—known as CSN, gate-crashed 
the Tata party by bidding higher 
for Corus, the UK steel giant whose 
control most (including the Tatas 
themselves) assumed was in 
Chairman Ratan Tata's safe hands. 
As against the Tatas' bid of 455 
pence per share, CSN has bid 475 
pence. CSN's due diligence for 
Corus that started on November 
20, is currently in progress. 
Shareholders of Corus will meet 
on December 20—this meeting 
was originally scheduled for 
December 4—to decide on which 
way Corus goes. 

Till then, the nerves will con- 
tinue to jangle at Bombay House, 
the Tata Group headquarters, as it 
balances precariously on the horns 
of what's now a $8 billion-plus 
dilemma. Should it up its offer, if 
so, by how much should it do so, 
should it anticipate a third bidder 
when doing so, should it not make 
a counter-offer at all...these are 
just some of the questions Tata 
Steel's head honchos would be 
grappling with. What could queer 
the pitch against Tata are the hold- 
ings of entities like UBS, Goldman 
Sachs, Barclays, and CSN on its own 
in Corus, which collectively stand 
at a shade under 20 per cent. It 
isn't known whether these banks 
are working in concert with CSN, 
but it can be safely assumed that 
they aren't going to come to Tata's 
rescue. Add to this the 7.9 per cent 
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Not yet a done deal: The day Tata takeover of Corus was announced 


of Standard Life, which has al- 
ready dubbed the Tata Steel bid 
as undervalued, and it’s clear that 
Tata has his back against the wall. 

If the Tatas do make a counter- 
offer, by say another 20 pence, that 
would add another $350 million 
to its acquisition bill. Whether the 
counter offer is worth it and, more 
importantly, do the Tatas want to 
rough it out in what could be a 
long-drawn-out takeover brawl 
(which could well attract some more 
global steel majors), are questions to 
which there are no quick, easy an- 
swers. Financing a higher bid clearly 
is not an issue. The Tatas have 
plenty of options, the best of which 
would be diluting its substantial 
stake in TCS—recently Tata Sons, 
the group’s holding company, sold 
0.9 per cent of its 79-odd per cent 
holding in Tcs for Rs 900 crore, 
valuing its stake in the IT services 
major at Rs 80,000 crore. Tata 
Steel, on its own, can also unlock its 
holdings in other Tata group com- 
panies like Tata Motors and Tata 
Power, which is worth over Rs 
3,000 crore. At the time of writ- 
ing Tata Steel officials were not will- 
ing to comment. Whatever happens 


from hereon, the Tata-Corus-CsN 
is a reminder that in the high-stakes 
hurly-burly of cross-border acqui- 
sitions, there can be many a slip ‘the 
cup and the lip’. 

KRISHNA GOPALAN 
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Flavour of 
the Fiscal 


Corporate India is an inspiring 
theme for Bollywood. 


OME DECEMBER 29, FILMMAKER 

Mani Ratnam’s latest movie 
Guru will hit the silver screens. 
Bollywood rumour mill is rife that 
the movie is loosely based on the life 
of Reliance patriarch, the late Dhir- 
ubhai Ambani. Even as the Chennai- 
based filmmaker has maintained a 
stony silence about the storyline or 
its inspiration, the rags-to-riches 
story of its protagonist, Gurukant 
Desai (incidentally from a small vil- 
lage in Gujarat), has raised eye- 
brows. Adding grease to the ru- 
mour mill is the fact that characters 
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in Ratnam’s earlier movies too have 
been drawn from real life. The path 
breaking Iruvar (1997) dealt with 


the clash of the political bigwigs of 


Tamil Nadu politics—M.G. 
Ramachandran (MGR) and its present 
Chief Minister M. Karunanidhi. 
Having said that, Guru repre- 
sents an emerging trend in Bolly- 
wood, wherein plots are being in- 
spired by corporate India's activities. 
The movie will be the third in the 
past six months after Madhur Bha- 
ndarkar's Corporate and Sameer 
Hanchate's Gafla (meaning “scam”), 
which had plots based on Indian 
businesses. Whereas Corporate dealt 
with slimy machinations of 


VILLAGER 


VISIONARY 


INNER 


MANI RATNAM 


GURU 


competing business groups, Gafla is 
inspired by the scams at the 
Mumbai stock market. “When 1 
started making Corporate, people 
were apprehensive. But after the 
movie’s success, it’s clear that peo- 





ple understand the language of 


trade,” says Bhandarkar. 
Gafla, on the other hand, did 
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A More Viable Clone? 


A couple of YouTube avatars hope to make it big. 





He's optimistic: Braingain's Kalsi 


ONE OF THEM IS CALLED 

TuTube (not yet), but the 
phenomenal success of YouTube (a 
video-sharing website) globally 
has inevitably spawned a couple of 
desi avatars. There's meravideo- 
.com and apnatube.com, the for- 
mer launched by Kanwaldeep S. 
Kalsi, 31, who heads Braingain 
Entertainment, a media company 
that produces TV programmes. ap- 
natube.com was launched by three 
Indian friends based in the us. The 
video-sharing sites allow users to 
upload and view videos, in short, 
provide entertainment on the net, 
In addition to serving as an en- 
tertainment platform, MeraVideo 
also helps users earn money by 
giving them a platform to share 
and distribute their videos. Kalsi 


not do well at the box office, but 
earned critical review abroad, in- 
cluding screenings at international 
film festivals. The movie is based on 
the life of Subodh Mehta, a middle 
class guy with a truckload of ambi- 
tion who rises to become a prime 
mover in the stock market, albeit 
through dubious means. Says Gafla’s 
producer-director Sameer Hanchate: 
“The movie was inspired by the 
1992 stock market scam and some 
of the scams that happened after 


has already spent Rs 25 lakh on 
the site since inception six months 
ago. He shells out 2 lakh per 
month for bandwidth alone, which 
he expects to scale up, going by 
the demand. Kalsi recently was 
able to raise $200,000 with the 
help of angel investors like Sasha 
Mirchandani, Director, Imercius 
Healthcare (of Onida Group) and 
several ex-irrians. Revenues are 
expected to accrue from sub- 
scription, mobile downloads, sale 
of content as well as DVDS and 
VCDs of the videos to other con- 
tent providers and advertisements. 
Apart from negotiating with 
Indian studios for content (pro- 
motions and songs), Kalsi is in 
advanced talks with mobile con- 
tent providers. 

Kalsi is confident of procuring 
another $2 million before the year- 
end, although recent negotiations 
for funding with Matrix Partners 
did not work out. “The internet in 
India is not convenient,” shrugs 
Avnish Bajaj, founding MD, Matrix 
Partners. Mirchandani is optimistic. 
“MeraVideo will be a cult site in 
India. Kalsi’s business model is 
unique, and MeraVideo will soon 
make profits.” Before the real 
McCoy does. 

PALLAVI SRIVASTAVA 


that.” Though Gafla had the usual 
disclaimer about all characters being 
fictional, the similarity of the pro- 
tagonist’s life with the late Harshad 
Mehta is startling. Hanchate was 
slapped with a legal notice for using 
a photo of BSE on its posters and 
promotional campaigns. In response, 
Hanchate filed a caveat in the 
Bombay High Court and the matter 
has fizzled out ever since. Just like 
many stock market scandals. 

T.V. MAHALINGAM 
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ICICI Lombard Saw the Future of Insurance Services. 


Citrix Provided Access. 











To become India's leading insurance company, ICICI Lombard would have to reach out to 
millions of prospects where they live and work. Its agents would have to be more agile, 
generating policies and settling claims on the move. 


Today, mobile agents throughout India use Citrix technology to access ICICI Lombard's 
advanced policy framework. They generate policies in less than 10 minutes, including 
digitised signatures. And they settle claims in days—not months. | 


“Citrix software helped us grow by allowing agents to securely access and settle claims 
from anywhere. As a result, we are now the number one private general insurer in a very 
competitive industry.” 

ANUJ GULATI 


Chief Information Officer 
ICICI Lombard 
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When the Deal Goes Down... 


Sahara wants Jet to buy it at a higher price or compensate it. 


ET AIRWAYS MIGHT HAVE CALLED 

off its $500 million (Rs 2,300 
crore) deal to acquire Air Sahara 
but the battle is far from over. 
The deal, which was initially inked 
on January 20 this year, was called 
off in June amidst considerable 
controversy. 

Now, Air Sahara has filed a 
petition in London and has asked 
the arbitrators to direct Jet to 
honour its commitment to buy 
over Air Sahara. The price tag 
that Air Sahara is asking for: Rs 
3,020 crore, which is 31 per cent 
more than what Jet had initially 
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Quest for the 
Magic Pill 


The Tatas cotton onto the huge 
opportunity in drug discovery. 
HEN RASHMI BARBHAIYA 
X chucked up his job as head of 
Ranbaxy Labs' research division, 
few would have expected him to 
go on to head an organisation that 
would soon be collaborating with 
America's #4 drug maker. That's 
exactly what Barbhaiya, along with 
another former Ranbaxy scientist 


50 BUSINESS TODAY DECEMBER 17 2006 





~<- 
z 
m 
^ 
т 
mo 
Ao 
a 
я 
> 
FE 


agreed to pay. Air Sahara's con- 
tention, it is gathered, is that the 
increased amount is a direct result 
of business revenue that Jet is 
said to have earned through the 
sale of Air Sahara's tickets, some 
operating expenses and an 
interest charge. 

If Jet does not go ahead with 
the deal, Air Sahara has sought 
damages to the extent of Rs 1,931 
crore as compensation which 
includes an interest component 
calculable from the date on which 
the deal between the two parties 
was inked. Jet, on its part, is said 
to have asked Air Sahara for a 
refund of the Rs 500 crore that it 
paid as an advance for the deal. Air 
Sahara's official spokesperson, 
when contacted by Br, declined 
to comment while Jet Airways’ 
Executive Director, Saroj Datta 
also declined to comment. A three- 
member arbitration panel, headed 


by Lord Stein, a British judge, is 


expected to come out with an 
order early next year. Both the 
parties are said to have filed their 
pleas with the panel in London. 
KRISHNA GOPALAN 





Ratan Tata: Discovering drugs 
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Kasim Mookhtiar, is doing at the 
helm of Advinus Therapeutics, a 
drug discovery play that's funded 
by the Tatas. With an eye on the 
potentially lucrative drug discovery 
outsourcing market, estimated to 
be as large as $7.3 billion (Rs 32,850 
crore) in India and China, last fort- 
night Advinus announced a drug 
discovery collaboration with Merck 
to develop two of Merck's clini- 
cally validated drug candidates for 
metabolic disorders. The Tata com- 
pany stands to rake in $150 mil- 
lion (Rs 675 crore) via upfront and 
milestone payments for the two tar- 
gets, with Merck retaining the right 
to advance the targets into late-stage 
clinical trials and Advinus entitled to 
royalties on the sale of products 
that result from the collaboration. 
Taking the molecule to market is 
of course a long shot, but for now it's 
a win-win situation for both the start- 
up and Merck. *While we will get ac- 
cess to Merck's technology, Merck 
will get a catalyst in the tremen- 
dously risky and painstaking process 
of drug discovery," says Barbhaiya, 
CEO and MD, Advinus. Company of- 
ficials add that any patents emerging 
during the collaboration would re- 
main with the Indian company. 
“This will be an ongoing collabora- 
tion, and we have the option to 
take up more targets," says 
Barbhaiya, adding that Advinus will 
remain focussed on drug discovery. 
The Advinus model may be 
pretty unique, but to be sure it's 
not the only Indian company that's 
in search of the magic pill. The 
upside is huge—as much as $1 bil- 
lion (Rs 4,500 crore) in revenues 
annually—but then the risk too is 
substantial, as molecules could fail 
clinical trials after years of R&D, 
and after hundreds of millions of 
dollars have been spent. 
Outsourcing the development part 
of the drug discovery process, to 
that extent, helps minimise risks 
(although the upside, if the drug 
reaches the market, will have to be 
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shared). For their part Indian 
pharma companies have little choice 
but to chase innovation. Says Saion 
Mukherjee, a pharma analyst with 
Brics Securities: *The entry barrier 
in generics has fallen and Indian 
companies now have no option but 

to go the innovation way." 
Glenmark Pharmaceuticals is 
another Mumbai-based company 
that, in the quest for a new mole- 
cule, is licensing out its develop- 
ment activities. But the Mumbai- 
based pharma major's model dif- 
fers from Advinus to the extent that 
the initial research on the target 
molecule has been done by the 
Glenmark R&D team itself. 
Glenmark has researched six mole- 
cules and recently signed three deals 
for developing and marketing two 
of its lead molecules, Oglemilast 
(for asthma) and GRE 8200 (for 
type II diabetes), with foreign firms. 
For Oglemilast, the company has 
tied up with Forest Laboratories 
for a deal that involves upfront and 
milestone payments of $190 mil- 
lion (Rs 855 crore), giving Forest 
the rights to the North America 
market, and with Teijin Pharma in 
Japan for $53 million (Rs 238.5 
crore), giving it the rights for the 
Japanese market. In the case of GRC 
8200, Glenmark has entered into a 
deal with Merck KGaA, Germany, 
for a €190 million deal, giving it the 
rights to the North America, Europe 
and Japan markets. *The whole 
idea is to partner out for the us, 
Europe and Japan markets, which is 
85 per cent of world market, and 
keep the rest of the world rights 
with us, either exclusively or for 
co-commercialisation," says 
Glenmark's MD and СЕО Glenn 
Saldanha. He is clear about the logic 
behind such deals. “Phase two and 
three are very expensive for India 
right now. In money terms it could 
involve investing $70 million (Rs 
315 crore), while the risk-reward 
profile doesn’t justify the expense.” 
SHIVANI LATH 
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Not the 
Doctor’s Order 


German buyout makes little 
impact on DRL earnings. 


ч DR REDDY’S 


Laboratories (DRL) big-bang buy- 
out of $571 million (Rs 2,569.5 
crore) in February, may prove to be 
a damp squib—at least in the near 
term. When the Hyderabad-head- 
quartered pharma major acquired 






DRL's Prasad: Bottom line pressure 


Germany's fourth largest generics 
company with $200 million (Rs 
900 crore) in revenues and around 
25 per cent operating margins, the 
rationale was to get a foothold in 
the largest generics market of 
Europe (with 55 per cent penetra- 
tion levels). However, since be- 
tapharm came under DRL’s um- 
brella, the pricing environment in 
Germany has turned awry. In May, 
the government passed an Act that 
sought to reduce healthcare costs 
substantially for the country's age- 
ing population. It mandated all 
pharma companies to cut prices of 
their top-selling drugs and also re- 
stricted them from raising prices. 


` in | 
That's not good news for a company 
. saddled with debt of $6 








And another round of healthcare 
reforms is in the offing, which is ex- 
pected to bring down prices fur- 
ther. Rivals like Hexal and Stada 
have already cut prices by 40-50 
per cent and betapharm has had to 
follow suit. DRL, in fact, has indi- 
cated an effective price cut of 10-24 
per cent across the portfolio. 

This puts DRL’s consolidated bot- 
tom line under tremendous pres- 
sure. “betapharm contributed 
around 20 per cent to the top line in 
the quarter ended September 2006 
but its contribution to the bottom 





EAE ais ushers alter 


line was zilch,” says an equity analyst 
based in Mumbai, adding there is lit- 
tle scope of any improvement in 
the two quarters that remain. “While 
betapharm’s volumes will continue 
to grow, it is not likely to make any 
significant contribution to DRL’s 
earnings, which is not good news for 
the company whose debt liability 
has shot up,” he adds. Indeed, 
before the acquisition DRL had a 
cash surplus of around $170 million 
(Rs 765 crore), whereas now it has 
a debt liability in excess of $600 
million (Rs 2,700 crore). 

Last fortnight, DRL raised $200 
million by selling 12.5 million 
American Depository Shares to the 
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public. Says G.V. Prasad, Vice 
Chairman and CEO, DRL: “The funds 
raised will be used to expand DRL’s 
geographical presence, organically as 
well as inorganically, and to finance 
capital expenditure in the immedi- 
ate future.” A section of analysts, 
however, suspects that a portion of 
the funds might be used to service a 
part of its debt liability. 

Remove betapharm from the 
picture, and DRL is on a good 
wicket. Prasad asserts the company 
will meet its 2006-07 target of $1 
billion (Rs 4,500 crore) sales before 
the year end. But then the uncer- 
tain shadow of betapharm looms 
large over the DRL bottom-line. 
Prasad insists it is a long-term strate- 
gic investment for the company. 
“Performance over one or two 
quarters is not the right parameter 
to measure its strength or the weak- 
ness,” he says. 

ARCHNA SHUKLA 


Dabur’s Drug 
Drive 


Hajmola company’s pharma 
act comes into its own. 


F YOU THOUGHT DABUR IS ONLY 
bs Hajmola, Chyawanprash, 
Amla and Vatika, think again. Three 
years after being hived off—and 
listed on the exchanges—as an entity 
independent of fast-moving con- 
sumer goods (FMCG) flagship Dabur 
India, Dabur Pharma is taking its 
biggest leap into the future. The 
company is all set to send its first 
shipment of Carboplatin (one of 
the largest selling cancer drugs with 
a market potential of around $400 
million or Rs 1,800 crore) to the us. 
"This marks our entry in the world's 
largest pharma and oncology mar- 
ket," says Chairman Anand C. 
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Dabur's Burman: New act 


Burman. The us accounts for around 
45-50 per cent of the global market 
for oncology drugs, which is the 
niche Dabur Pharma is focussed on. 
“We are a late entrant into the 
pharma market. So, we want to be 
in a space where there is less com- 
petition, entry barriers for new play- 
ers are high and opportunity for 
growth is immense," adds Burman. 

Oncology, for sure, is a fast 
growing market with drugs worth 
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$10-12 billion (Rs 45,000-54,000 
crore) going off patent in the next 
three years. Oncology projects 
accounted for 30 per cent of the 
total pharma research last year. 
Besides, operating margins in the 
segment are higher than in other 
generics as price erosion is limited to 
75 per cent, as against 95 per cent in 
the case of common generics. Dabur 


On flight service: Frills and fares 


RECENT SET OF RECOMMENDA- 

by the Civil Aviation min- 

istry might result in marginal hikes 
in airfares. The ministry has rec- 
ommended domestic airlines to 
reschedule flights to cope with 
foggy conditions. In addition, the 


ministry has advised that carriers, - 


including low-cost airlines, serve 
passengers with snacks and water in 
case of flight delays. 


Now that may go against the | 
very nature of a low-cost model, 


and while such expenses may 
appear negligible, they add up 
over time. *We can provide pas- 
sengers with snacks or anything 
that the authorities want. But ul- 
timately, it's a bit like leaving the 
tap open before you leave home," 
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Pharma recently tied up with 
Hospira, a leading player in injectible 
drugs in the us, for developing, filing 
and manufacturing a clutch of top- 
selling cancer drugs. Hospira, in 
turn, will market these products in 
the us. “We expect to get approval 
for Paclitaxel (potential market size: 
$400 million or Rs 1,800 crore), 
another top-selling generic, in the 





Director Captain G.R. Gopinath. 
“It’s the smaller costs that really 
stack up and ultimately we may 


have to pass on costs to cus- 


tomers," adds Gopinath, even 
though he does not see any fare 
hikes in the near future. 
Airlines like GoAir say that 
they provide food and snacks in 
case of delays and that the recom- 
mendation would not change the 


ill change things,” says Raj 
Halve, Chief Commercial Officer 
of budget carrier GoAir. Yet, this 
winter low-cost may not neces- 


-= sarily mean no-frills. —— Y 
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next three to four months and have 
filed another ANDA (Abbreviated 
New Drug Application) for 
Irinotecan, which is a drug going 
off-patent in February 2008 (po- 
tential: $800 million or Rs 3,600 
crore)," says Chief Operating Officer 
Ajay Vij. Dabur plans to file 15 new 
ANDAs in the next two years. The 
company has set up a manufacturing 
facility in the UK to augment its sup- 
plies in the European market. While 
the АР! (active pharmaceutical 
ingredients) facility in Kalyani is 
going strong, it is also setting up a 
dosage form facility in Baddi, 
Himachal Pradesh, with an invest- 
ment of Rs 100 crore to service the 
expected needs of new markets. 
Dabur Pharma's operations in 
the last three years have gener- 
ated revenues in excess of Rs 200 
crore, and market analysts expect 
sales to grow at a compounded 
average rate of around 35 per 
cent in the next three. Still got 
Hajmola on your mind? 
ARCHNA SHUKLA 


Pay it 
Forward 


SEBI's bid to compensate 
small investors is noble. 


IRST HEAR THE BAD NEWS. 

Depository services are going to 
be expensive in the days to come. 
The good news is that small 
investors, who SEBI defines as 
investors who apply for shares worth 
Rs 100,000 or less, are now assured 
of ‘notional profits’ in case some 
manipulator corners what is due to 
them in the securities market. 

In its 26-page interim order last 
fortnight on a recent IPO scam 
involving fictitious and fake demat 
accounts, the Securities & Exchange 
Board of India (SEBI) has inked a 
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SEBI chief Damodaran: Retail investors in mind 


disgorgement order, a first of its 
kind in the history of domestic cap- 
ital markets. Two depositories and 
eight Depository Participants (DPs) 
have been directed to pay up Rs 
115 crore for making good the loss 
suffered by genuine retail investors 
in the IPO market between 2003 
and 2005. Disgorgement, in case 
you're wondering, involves the 
recovery of gains from manipulators 
to repay the affected parties. 
According to the SEBI order, depos- 
itories as well as DPs failed to notice 
the violations of know your clients 
(КҮС) norms when demat accounts 
were being opened, which eventu- 
ally resulted in a loss to retail 
investors. According to the market 
regulator, two dozen key operators 
and 82 financers in the entire IPO 
racket opened 58,000 benami 
demat accounts to corner retail 
applications in the IPO. 

The two depositories told to pay 
up, the National Securities 
Depositories (NSDL) and the Central 
Depositories & Securities (CDSL), 
aren't amused, and along with the 
DPs deny they have profited from 
any share transactions. The deposi- 
tories are now toying with the idea 
of hiking the penalty on prs for 
even minor offences, This will 
invariably lead to a hike in deposi- 
tory charges for investors as DPs are 
ultimately going to recover such 


cost from investors. “We are al- 
ready working out the arithmetic 
in a post-disgorgement scenario,” 
says a senior official at a DP on the 
condition of anonymity. Today, 
NSDL and CDSL charge just around Rs 
50-200 for minor penalties, which is 
expected to go up to a maximum of 
Rs 1,000 per offence. “Prima facie 
we have failed to notice the viola- 
tions in KYC norms, which anyways 
in the regulations calls for a fine 
and not disgorgement. SEBI should 
recover the amount from key oper- 
ators who gained by opening ficti- 
tious accounts," says another DP, 
who also did not want to be named. 

The depositories and DPs may 
have plenty to complain about but 
the latest order is indeed a big vic- 
tory for small investors, who are 
often neglected in such scandals. 
Between 2003 and 2005, close to 
two dozen IPOs were floated, 
including those of yes Bank, IDFC 
and Jet Airways, in which rampant 
use of benami applications was 
found by the market regulator in 
the retail category. Prithvi Haldea of 
Prime Database says the beauty of 
the order is that it's investor friendly. 
Explaining the process of restitu- 
tion, Haldea, a primary market 
expert, says the basis of allotment in 
affected IPOs would be easily re- 
drawn with the help of the Registrar 
& Transfer Agent (RTA). À new basis 


of allotment will give the names of 
successful allottees and their share 
entitlement. “There may be cases 
where existing shareholders in the 
retail category would be entitled to 
more shares and cases of new 
investors getting listed for allot- 
ment," says Haldea. 

The actual notional gains which 
the investor would get will be the 
offer price minus the closing price 
on the first day of listing, which is 
also the price by which sexi has ar- 
rived at the disgorgement amount. 
Take, for instance, the yes Bank 
IPO, where the price difference on 
the first day was Rs 15 per share. 
So, every successful allottee of 100 
shares will get Rs 1,500 under the 
disgorgement order. SEBI Chairman 
M. Damodaran recently told the 
media that this order dealt only 
with disgorgement and once the 
amount is received in the separate 
account created for the purpose, 
the regulator may go into the aspect 
of restitution. He added that what- 
ever money remained after resti- 
tution would be deposited with the 
Investor Protection Fund, but that 
would be the last step. “We have 
asked SEBI to immediately start the 
process of restitution and distribute 
the money to genuine investors," 
says Kirit Somaiya, President of 
Investors Grievances Forum (IGF). 
Somaiya's IGF was the first investor 
grievances forum to ask for com- 
pensation to be given to genuine in- 
vestors when the IPO scam surfaced. 

Market observers say the resti- 
tution process may take some time 
as SEBI's current order is just an 
interim order and the affected par- 
ties have the liberty to challenge 
the order in the Securities Appellate 
Tribunal (SAT). And if the interme- 
diary doesn't get any relief, the 
High Court window is always avail- 
able to them. *It may take a while, 
but this one act of SEB! may bring 
back confidence of small investors in 
the market,” observes Haldea. 

ANAND ADHIKARI 
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Exploring 
the Limits 


ONGC Videsh has bought 25 
oil blocks in 15 countries. 


HINK OVERSEAS ACQUISITIONS, 
Т the first names likely to 
stir in your head would be Ranbaxy, 
or Videocon, or Tata Steel. The 
most aggressive on the cross-border 
front, however, would well be the 
state-owned ONGC Videsh (OVL)—of 
course, how could you forget!—a 
wholly-owned subsidiary of the 


COUNTRY STAKES HELD BY OVL (%) 





public sector petroleum giant which 
has bought a string of overseas 
‘exploration and production blocks 
_in international markets over the 
past five years. So much so, OVL 
accounts for a little over 6 per cent 
of ONGC’s profits (all from foreign 
operations), and boasts a presence in 
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15 countries with 25 projects, most 
of which are in exploration (five 
аге in production). So far, Ovi. has 
invested $4.2 billion (Rs 18,900 
crore) in its overseas blocks, in eight 
of which the ONGC subsidiary is the 
lead operator, and in 12 of which it 


‘has a majority stake holding. The ef- 


forts are clearly paying off, with the 
fledgling already recording revenues 
of Rs 7,600 crore and net profits of 
Rs 930 crore in 2006, a 26 per cent 
and a 22 per cent jump over the 
previous year, respectively. 
Dealing with local governments 
is mandatory for OVL, which itself is 
of public sector lineage. “Local gov- 
ernments become vocal in any oil & 
gas acquisition. Despite competi- 
tive bidding, they have the last right 
to accept or reject a bid,” says 
Rakesh Sharma, Vice President 
(Corporate Strategy), OVL. OVL, for 
its part, recently emerged second- 
best when it lost a bid for blocks in 
Angola. That’s why Sharma adds 
for good measure: “Buying assets 
from private players is much easier.” 
MAHESH NAYAK 





Chinese 
Whispers 


What’s wrong with the fastest 
growing economy’s bourses? 


T'S A PARADOX THAT'S GOOD 
I to bamboozle the most 
earnest of market watchers: The 
Chinese economy is three times 
India's, the export market's eight 
times larger, and foreign direct 
investment is nearly 12 times what 
India attracts. Yet, India attracts a lit- 
tle over two and a half times what 
China does in portfolio investments 
in its stockmarkets. Over the past 
three years (till November), the 
world's fastest growing economy 
has pulled in $10 billion (Rs 45,000 





CHINA INDIA 


crore) from foreign institutional 
investors (Flis). The corresponding 
figure for India is close to $26 
billion (Rs 1,17,000 crore). As on 
September 2006, the average 
turnover recorded on the Chinese 
stock exchange stood at 314.2 yuan 
(Rs 1,781.5 crore), which is not 
even one-fifth of the total average 
recorded by the Indian bourses (the 
combined average turnover of NSE 
and BSE stood at Rs 10,283.4 crore). 

“Government restrictions is the 
reason for low inflows,” says Jing 
Ulrich, Chairman (China Equities), 
JP Morgan, who however expects a 
relaxation in investment norms 
soon, For instance, 40 of the 48 
qualified Fis (or ОЕП) in China have 
a combined investment quota of 
$8.05 billion (Rs 36,225 crore). As 
per industry sources, the largest ЕП 
operating in India, HSBC, is esti- 
mated to have an exposure of $7.5 
billion (Rs 33,750 crore) to Indian 
equities. This is followed by Jp 
Morgan ($6.5 billion or Rs 29,250 
crore) and Fidelity ($5.5 billion or 
Rs 24,750 crore). Interestingly JP 
Morgan, which manages $6.5 billion 
in India, has investments of just 
around $150 million (Rs 675 crore) 
in China, so far. 

That the Chinese markets are 
illiquid and highly-regulated would 
have contributed to subdued inter- 
est. Chinese markets are also con- 
sidered a high-risk proposition, with 
rumour ruling the roost. Also, two- 
thirds of the 1,400-odd listed stocks 
are government-owned and illiq- 
uid. Yet, Chinese equities haven't 
done too badly for themselves, 
clocking a 64 per cent run-up so 
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far in 2006 (the Sensex till 
November 10 had gained 42 per 
cent). Valuations too look more 
reasonable in China (see A Tale of 
Two Markets). If the government 
does further liberalise its stockmar- 
kets, Fils may well place larger bets 
more closely at Chinese equities. 
As of today, though, the foreign 
investing tribe clearly prefers India. 

MAHESH NAYAK 


High Hopes | 
on Hybrid 


To increase rice output, India 
needs more hybrid cultivation. 


ROM JUST 10,000 HECTARES IN 

1995, hybrid rice is today culti- 
vated over a million hectares (hy- 
brids are produced by crossing two 
varieties of a crop). The quantity of 
seeds produced has risen to 20,000 
tonnes from just 4,000 tonnes in 
2003. And some 30 companies, 90 
per cent of them in the private sec- 
tor, are registering robust growth— 
along with a market that's expected 
to become as large as 50,000 tonnes 
(expected requirement for hybrid 
seeds) by 2010. If that appears big, 
consider China, which has 15 
million hectares under hybrid rice— 
which makes up nearly half of its 
total area under cultivation. 

The China perspective is 
encouraging from the point of the 
potential that exists for Indian pro- 
ducers of hybrid rice. One of the 
main drivers for future growth is 
sheer demand for rice itself. *Hybrid 
rice is an option that could come 
handy at a time when (in keeping 
with the population growth trends) 
India will have to increase rice pro- 
duction by at least 2 million tonnes 
(MT) per year if it has to get to 106 
MT by 2011-12 (current produc- 
tion is 88 MT over 42 million 
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A. PRABHAKAR RAO 


Taking stock of Indian agriculture: The future is hybrid 


hectares)," says B.C. Viraktamath, 
Project Director at the Directorate 
of Rice Research, located in 
Hyderabad. That's where the China 
example comes handy, as the hybrid 
route played a big role in helping 
that country achieve food security. 
But then, China began in 1964; 
India began hybrid rice cultivation 


only in end-1989. 

Yet, India is only the second 
country in the world to develop 
and commercialise hybrid rice (after 
China). Since then, a clutch of com- 
panies, including Bayer Crop Science 
group company Proagro Seed, 
Maharashtra Hybrid Seed Co 
(Mahyco), DuPont subsidiary 


Single, and Paid to Mingle 


Can dating allowances be hazardous to existing liaisons? 


T SERVICES MAJOR WIPRO 

Technologies is used to making 
the headlines, but last fortnight 
was one time it wished it hadn't. 
That's when reports began flying 
thick and fast that an employee's 
wife was threatening legal action 
against Chairman Azim Premji, 
and a Wipro Vice President. 
Reason? The good wife was re- 
portedly upset that her husband 
had left her, seduced in no small 
measure by the company's “dat- 
ing allowance.” 

When Business Today con- 
tacted Wipro's head office in 
Bangalore, an official spokesperson 
denied the fact that Wipro ever 
had a dating allowance. *Never 
in the history of the company have 
we had such an allowance, so there 
is no question of us reacting to 
the allegations. Besides, we 


have not received any communi- 
cation from the courts," the 
spokesperson said. 

Wipro may not have such an 
allowance, but it isn't uncommon 
in the Indian IT sector. One IT 
company that does have a dating 
allowance since 1991 is NIIT 
Technologies, the aim being to 
participate in the lives of its em- 
ployees and also encourage mar- 
riages within the company. 

"The average age of a person 
here is 26-27 and we understand 
what is important in their lives, 
so this is a gesture in that direc- 
tion," says Vijay Thadani, CEO, 
мит Technologies, adding that the 
dating allowance for married em- 
ployees is meant to be “spent on 
the spouse.” That part may need to 
be highlighted henceforth. 

SHIVANI LATH 
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Pioneer Hi-Bred, United Phosphorus 
(through Advanta India), DCM 
Shriram’s Shriram Bioseed Genetics 
India, and JK Agri-Genetics, has been 
doing its bit to increase the share of 
hybrid cultivation in overall rice 
output. But it is all not quite rosy. 
One of the problems facing the 
spread of hybrid rice market is its 
lower acceptability in some regions 
of south India, due to issues like 
stickiness and aroma. (To deal with 
this, Proagro, for instance, is work- 
ing on new varieties to suit local 
taste. Its latest version ‘6129 hy- 
brid’ is believed to be closest to the 
popular ‘Sona Masuri’.) Then, the 
yield advantage in some hybrids is 
marginal and believed to be incon- 
sistent across regions. The high cost 
of seeds (and fresh purchases each 
season) is yet another dampener. 
But, as M. Ilyas Ahmed, Principal 
Scientist at the Directorate of Rice 
Research, points out, China has 
delivered on the hybrid rice front 
and, if India has to deliver on the tar- 
gets set for rice output, hybrid rice is 
an option that cannot be ignored. 
E. KUMAR SHARMA 





Walking into 
a Buyout 


‚ PE funds roping in industry pros 
for management bandwidth. 


Г: THE WEST, A PRIVATE EQUITY (PE) 
fund and a buyout fund are easily 
interchangeable. With good rea- 
son. Close to 62 per cent of the 
funds raised in 2005 in the Us were 
for buyouts (venture funds were 
the second largest category at 17 
per cent). In Europe, 80 per cent of 
the funds are dedicated to buyouts. 
Indeed, the big global РЕ funds like 
Kolberg Kravis Roberts & Co. (KKR), 
Blackstone, Newbridge and Carlyle 
are now all in India, but buyouts 
haven't quite followed. Most trans- 


66 BUSINESS TODAY DECEMBER 17 2006 





actions are for minority stakes in 
companies, for cash that goes into 
growing the business, without tin- 
kering with management control. 
Such expansion capital deals account 
for over 90 per cent of all PE trans- 
actions in India. 

Yet, there seem to be signs of the 
emergence of a nascent buyout mar- 
ket in India. A slew of small to 
medium sized buyout deals have 
been announced recently. The home 
grown ICICI Ventures, UK-based Actis 
and Malaysian fund Navis Capital 
together have closed a total of 10 
small to medium sized deals 
amounting to over Rs 1,000 crore 
over the last couple of years. GAP 
and OakHill's buyout of GE's BPO 


COMPANY INVESTOR 


Genpact in 2004 and kkr’s buyout 
of Flextronics in 2006 have been the 
only two big ticket buyouts (see A 
Beginning for Buyouts). 

What 15 driving this gradual but 
sure shift? One key reason, say fund 
managers, is companies today are 
looking to exit businesses they don’t 
consider core any more. “All the 
buyouts we have done are great 
businesses but ones that do not fit in 





with the company’s future strat- 
egy,” says Renuka Ramnath, Mp 
and CEO of ICICI Venture Funds 
Management Company, which has 
closed four buyout deals so far— 
Tata Infomedia, acc Refractories, 
Ranbaxy Fine Chemicals and va 
Tech WABAG India for a total of Rs 
500 crore. 

As a logical evolution in the 
market, PE funds are now looking 
out for managers from industry 
who can help in creating buyout 
opportunities and attract the right 
team. While some funds hire pro- 
fessionals, others work with an ad- 
visory panel of industry experts to 
leverage their network. Sanjeev 
Sharma, former MD of Nokia India, 


SELLER DEAL SUE 





for instance, was roped in by Actis 
to head Phoenix Lamps, which the 
fund acquired earlier this year. “We 
identify people in sectors we want to 
do management buy-ins and then go 
about looking for deals. This en- 
sures that the person who will head 
the company has a thorough knowl- 
edge of the business before he gets 
into the hot seat,” says Actis Partner 


J.M. Trivedi, who also has in the 


“Mr. Singhania, we suggest 
you allocate 10% of your assets 
to the Prudential ICICI Income 
Multiplier Fund." 
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fund's network former Diageo India 
head Deepak Roy to help in the 
foods and beverages space. 

Just as Sharma's presence 
enabled Actis to walk into Phoenix 
Lamps with management expertise 
in tow, other PE funds too are hiring 
industry professionals. Former 
Wipro Technologies CEO Vivek Paul 
is now with the Texas Pacific 
Group; Mohit Bhatnagar moved 
from Bharti Airtel into Sequoia 
Capital India; and Akshaya 
Bhargava moved from Infosys’ BPO 
Progeon to 3i as did Euro RsCG's 
head honcho Ishan Raina. *As 
entrepreneur in residence | will, 
along with 3i, identify projects in the 
media space and make investments 
to the tune of $20-40 million (Rs 
90-180 crore)," Raina told Business 
Today after he moved to 3i. 

Such career shifts appear to be 
win-win situations for all. While 
the professional gets an opportu- 
nity to become entrepreneur, it is a 
shot in the arm for a fund looking 
to do buyouts. “For us, nothing is 
more valuable than experienced hu- 
man capital. They help create 
value," says Ramnath, adding that, 
“In three of the buyouts, barring 
Infomedia, we have retained the 
original management. We look at 
diversification, growth opportuni- 
ties, and bringing in other partners, 
rather than getting into operational 
duties.” For the moment, though, as 
the likes of Blackstone, Carlyle 
Buyout Fund and Newbridge will 
testify, finding industry profession- 
als could well prove a bit easier 
than finding large-size buyout deals. 
They can take heart from Korea’s 
experience, which transformed from 
being a development capital market 
in 1998 into a buyouts market by 
2005. Of course, the South East 
Asian crisis was the main reason 
for the transformation. The buy- 
out funds in India must be hoping 
for something less dramatic as a 
catalyst for change. 

SHIVANI LATH 
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the Burden 


Along with zero-tax, is RIL a 
zero-subsidy company too? 


OW DOES SUBSIDY PAYOUT 
H account for in the books of a 
corporate? If you are Reliance 
Industries Ltd, it simply doesn’t. 
This is possible presumably on the 
assumption that the subsidy payout 
of around Rs 350 crore to public 
sector undertaking (PSU) oil compa- 
nies on sale of kerosene and LPG to 


the latter would be returned. And 
that is precisely what happened rec- 
ently, with the psu oil companies 
returning the discounts they had 
collected over the last two quarters. 

So, why did Reliance allow the 
discount—of Rs 250 for every 
tonne of refinery capacity—to be 
collected in the first place? It all 
began last year when the govern- 
ment insisted that Reliance share a 
part of the subsidy burden borne by 
the oil PSUs on account of govern- 
ment-regulated below-cost pricing 
of petrol, diesel, LPG and kerosene. 
Reliance, which sells close to a 
third of the LPG sold in the country 


From Shanghai to Mumbai 


Chinese President Hu Jintao sees hope for the commercial capital. 





President Jintao: Trading times 


$ CEOs FROM THE INDIAN AND 
A Chinese industry converged 
at the India-China economic, trade 
& investment cooperation sum- 
mit in Mumbai last fortnight, the 
most common sight after blazers 
were translation devices. Every 
time a Chinese CEO spoke, his 
Indian counterparts plugged on 
their headphones and vice versa. 
That's just one of the barriers that 
separate the business communi- 
ties between the two countries— 
spoken English. As CEOs from var- 
ious sectors spoke of competition, 
cooperation and co-opetition, one 


thing was clear—there is still a 
long way to go for both the nations 
when it came to literal mutual 
understanding. 

But that did not stop Chinese 
President Hu Jintao from waxing 
eloquent about Indo-Chinese busi- 
ness trade. *Two-way trade grow- 
ing at an average annual rate of 32 
per cent rose to $18.7 billion (Rs 
84,150 crore) in 2005 from $1.16 
billion in 1995, a jump of 15 times 
in 10 years." He also mentioned 
that China was India's second 
largest trading partner and India, in 
turn, was "China's largest partner 
in South Asia." The other countries 
in the South Asia region are 
Bangladesh, Bhutan, Maldives, 
Nepal, Pakistan and Sri Lanka. 
Earlier, Jintao met Maharashtra 
Chief Minister Vilasrao Deshmukh 
and assured him of all assistance to 
give Mumbai a *modern look." 
Outside the hotel, Tibetian activists 
carried placards which read 
*Chinese—Cheap Quality, Cheap 
Friends’ even as one of them 
attempted to set himself on fire. 


T.V. MAHALINGAM 
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RIL’s Ambani: Zero sum game 


through psu retailers, paid Rs 750 
crore towards this cause. 

This year again, the government 
decided through a Cabinet decision 
that the oil companies will extract 
from Reliance a similar discount or 
more, depending on the subsidy 
burden. Every $10 (Rs 450) per 
barrel increase in global crude oil 
prices raises the subsidy bill by 
around Rs 30,000 crore. Last year, 
the subsidy bill of around Rs 40,000 
crore was on the back of an average 
crude oil price of $55 per barrel. 
This was split between the public 
sector exploration companies (ONGC, 
OIL) and GAIL (Rs 14,000 crore), 
tradable bonds to the tune of Rs 
14,000 crore issued by the govern- 
ment, Reliance (Rs 750 crore) and 
the public sector retailers. 

Interestingly, while the year 
began with a letter from the gov- 
ernment indicating the subsidy shar- 
ing pattern, where Reliance would 
bear nothing less than Rs 750 crore 
during the year, recently the petro- 
leum ministry issued a letter to the 
public sector companies directing 
the latter to negotiate contracts on 
a ‘commercial basis’. Ironically, the 
move comes in the backdrop of a 
higher estimation of the suibsidy 
bill at Rs 50,000 crore this fiscal, on 
the assumption that crude oil will 
average out at $60 per barrel. 

While petroleum minister Murli 
Deora refused to comment on the 
issue, the government's decision to 
reverse its earlier move is either a 
tacit admission of a mistake—that 
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of encumbering the private sector 
with its populist measures—or 
points to a conscious decision to let 
off Reliance if one assumes, as some 
petroleum ministry officials argue, 
that the earlier levy was more in the 
nature of a super profit tax, given 
that refinery margins have been 
extremely buoyant over the last 
two years. Evidently, with Reliance 
let off the subsidy donor list, the 
burden will to this extent shift back 
to the exchequer and the public 
sector units, in short the tax payer. 
Which ever way it is, one thing 
is for sure: Reliance is as good at 
managing its subsidy liability as it is 
at managing its tax (it continues to 
be a ‘zero tax’ company). Reliance 
officials refused to comment when 
contacted. Considering that the 
Finance Ministry’s key challenge is 
one of raising taxes and control- 
ling its subsidy bill, the country’s 
largest corporate makes the FM’s 
job a wee bit tougher. 
BALAJI CHANDRAMOULI 


Gathering 
Moss 


Will Himesh Reshammiya's 
deal with Future Group rock? 


ANT TO LOOK LIKE HIMESH 

Reshammiya? And sing like 
him? The Future Group (of 
Pantaloons and Big Bazaar fame) 
threatens to help you in that 
endeavour by launching a fashion 
brand pj&c that's endorsed by the 
popular crooner. But Kishore Biyani, 
CEO, Future Group, hasn't stopped at 
just an endorsement deal. He's also 
launched Brand M3 with the singer, 
which includes a music school (the 
HR School of Music no less), a fash- 
ion label (Himesh caps anybody?) 
and M3 music stores, cafes and music 
labels are also in the works. Says 


Biyani: “We have gone beyond a 
mere endorsement deal and have 
actually entered into a partnership 
with him.” Biyani has his reasons 
for this gambit. “There are very few 
Indians who haven’t hummed a 
Himesh Reshammiya song, con- 
sciously or unconsciously, at some 
time or the other. Himesh has a cult 
following among his admirers. Also, 
he evokes extreme reactions from 
people—you either like him or hate 
him, but you just can’t ignore him.” 

Clearly Biyani thinks he’s got a 
durable pop star in the bag, on the 
lines of a Madonna or a 
Mangeshkar... or maybe not. Straws 
in the wind suggest that the Future 
Group-Himesh partnership has 
more than a few glitches and might 
not eventually pan out, not at least 
in its grandiose span. The industry 
buzz is that the star’s apparently 
insatiable demands might compel 
the Future Group to, if not pull 
out of the deal, restrict the scale of 
it. Future Group officials are 
unfazed by the rumour-mill, and 
point out that the Reshammiya- 
Future Group collaboration is 
already under way: Launch press 
conferences in Kolkata and Nagpur 
have happened, and most of the 
dotted lines have been signed on; 
even the advertising campaign has 
been shot and bromided. Biyani 
maintains that all’s well, but admits 
there’s still some fine-tuning left to 
be done. “Were carrying on with 
our plans; we've already had 
launches in two cities, and our com- 
munications campaign is waiting to 
be released; but there are some 
issues that have come up, which 
we're still working on." 

Those issues might well deter- 
mine whether the contract pans out 
the way it was originally planned, 
Reshammiya was unavailable for 
comment. At one time it appeared 
that Biyani wasn't shy of putting 
his money where Himesh's mouth 
is. He may still do so—cautiously. 
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THE COMING CHANGE OF GUARDS 


At several blue chips, the old guard is close to retirement. 
While extensions are a possibility, here's a look at the 
possible successors from within. 









К.М Kamath 


58, MD & CEO, ICICI Group 


Joined ICICI in 1971 
as Project Officer, 
succeeded N. Vaghul 
in 1996 


Chanda Kochhar, 45, 
Deputy MD, built the retail 
business, and now heads the 
bank's international foray 


Nachiket Mor, 42, 

Deputy MD, looks after ICICI's 
rural initiatives and principal 
global investments and trading 


Wild Card Entrants 

V Vaidyanathan, 38, Executive Director, earlier part of 
Kochhar's retail team, now becomes the youngest board member 
Shikha Sharma, 47, built the life insurance joint venture 

from scratch into the #1 player 


Deepak Parekh 


62, Chairman, HDFC Group 


Roped in by uncle and 


HDFC founder H.T. 
Parekh back in 1978, 
Parekh became 
Chairman in 1993 _ 





Î CEO/Chairman Contenders 
Keki Mistry, 52, 

rom / Managing Director, has 

LI been with HDFC for 25 years 


Fi Renu Karnad, 54, 
Executive Director, is the only 
S woman director at HDFC 





Wild Card Entrants 

Aditya Puri, 56, MD & CEO, HDFC Bank, has been responsible 
for turning the bank into India's second-largest private sector player 
Deepak Satwalekar, 58, heads HDFC Life Insurance Company, 
doesn't have age on his side 
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As blue-chip CEOs like 

K.V. Kamath, Deepak Parekh, 
and Shiv Nadar, among others, 
near retirement, the biggest 
challenge their companies 
face is to groom competent 
SUCCESSOIS. ANAND ADHIKARI 


N OCTOBER 24, A WEEK BEFORE 
its joint Managing Director Lalita 
Gupte retired this year, ICICI 
Bank put out a matter-of-fact 
press release announcing some 
key reshuffles in the top management team. 
Chanda Kochhar, deputy Managing Director, 
who led the bank’s retail business, was given 
Gupte’s portfolio of international banking; 
V. Vaidyanathan, a senior General Manager who 
had built icicr’s retail business alongside Kochhar, 
was elevated to the level of Executive Director, 
while Nachiket Mor, another deputy Managing 
Director, retained his oversight of the rural bank- 
ing initiative and global principal investments 
and trading. At ICICI Prudential, the bank's life in- 
surance joint venture led by Shikha Sharma, another 
senior General Manager, Bhargav Dasgupta, was 
moved into the Executive Director’s position, pos- 
sibly as part of a plan to free up Sharma for a call of 
duty at the parent company—when the time comes. 
No doubt, Gupte’s retirement was the trigger 
for the changes, but was ICICI trying to realign the 
management structure with an eye on succession plan- 
ning? After all, the giant universal bank’s Managing 
Director and Chief Executive Officer, Kundapur 
Vaman Kamath, is pushing 58, and has just two years 
to go before he hits the retirement age of 60. While an 
extension for Kamath can’t be ruled out, he seems to 
have made it clear who he considers as potential candidates 
for the bank’s top job. Ask Kamath if that is indeed the case, 
and he laughs it off, saying, “It would be wrong for the head 
of any institution to say that he is grooming one person. He 
has to groom multiple aspirants.” 


Azim 


Premji, 


Took over 
death in ] 





CEO/Chairman Contenders 


Girish Paranjpe (left), 48, heads Finance Solutions, has 
established client relations with leading Fortune 500 companies 


Sudip Banerjee (centre), 46, is in charge of enterprise 
solutions and built the company's global operations 


Ramesh Emani, 49, looks after project engineering solutions 
division and has a distinction of moving across the technology 
and enterprise spaces of the organisation 


Suresh Vaswani (right), 46, is head of IT practices and has 
grown new markets in West Asia and Australia 


Wild Card Entrants 
Rishad Premji, 29, Premji's elder son has worked with 
Bain & Co., and could be the eventual inheritor 


4 Shiv Nadar 





CEO/Chairman Contenders 
Vineet Nayar, 44, 












was moved from HCL 
Infosystems last year to take 
over as President at HCL Tech 


Ranjit Narasimhan, 50, 

Sr VP (BPO division), HCL Tech, 
is Nadar's nephew and may 
end up running the company 
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But as Kamath surely knows, suc- 
cession planning is nothing to laugh 
about. In fact, it may be the single 
most important challenge facing an 
entire generation of CEOs and Chairmen 
in India Inc. Take a look around and 
you'll find dozens of companies and 
business groups where the old 
guard is nearing the age when it 
needs to hang up its boots. At 
HDFC, the home loans giant, 
Chairman of 13 years, Deepak 
Parekh is 62, and although the 
company says there is no mandatory 
retirement age, it's reasonable to 
assume that Parekh must be grappling 
with the issue of identifying a successor. 
At the Tata group, the challenge is 
even more daunting. Not only does 
the board need to find and groom a 
successor to Chairman Ratan Tata, 
who retires in 2012, but also the CEOs 
of Tata Steel and Tata Motors, the 
two biggest group companies by rev- 
enues, B. Muthuraman and Ravi Kant 
are 62 years old and due for retire- 
ment in another three years (see 
Bombay House Blues). At HCL 
Technologies, Shiv Nadar said recently 
in a media interview that he wants to 


UMESH GOSWAMI 
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call it a day by 2010-11, and at Wipro, 
Chairman Azim Premji, 61, needs to 
get a successor in place too (see The 
Coming Change of Guards), although 
like HDFC, Wipro has no retirement 
age for the chairman. Even in south 
India, TV$ Group companies such as 
Sundram Fasteners and Sundaram 
Brake Linings have Сһаігтеп-мрѕ 
(brothers Suresh Krishna and K. 
Mahesh, respectively) well into their 
60s. Says Shailesh Haribhakti, an in- 
dependent director on the boards of 
several companies: “There is now talk 
in boardrooms of sustainability 
and how to keep the companies 
going.” Admits Chairman & 
Managing Director of Larsen & 
Toubro, A.M. Naik: “The imme- 
diate big issue before me is suc- 
cession planning.” 


The Big Gap 
Naik isn’t exaggerating. Unable to find 
a good replacement for Naik, L&T’s 
board recently gave the 64-year-old 


NEW LEASE 


Chairmen whose tenures have 
been extended by their boards 


Ratan Tata, 68 

Non-executive Chairman, Tata Sons 

In 2002, retirement 

age for group 

executives was 

М0) increased to 65 

bl from 60. At Tata Sons 
to 75 for non-executive 

chairman in 2005. 

Tata will retain his 


3 
DASS oo til 2012 





YC. Deveshwar, 59 
Chairman, ITC 


Has been given 
a five-year extension 
starting Feb. 5, 2007 


no SESS 


A.M. Naik, 64 
CMD, Larsen & Toubro 


Got an extension 


in April 2004 and ^ Chairman extension till he is 70. For 
ro iras similar reasons, Ratan Tata's depar- 


ture from Bombay House was also put 
off until 2012, although he was due to 
retire next year. Therefore, don't be 
surprised if leaders such as HDFC’s Parekh are asked by 
their boards to stay on as well. It's easy to see why 
shareholders are reluctant to risk a change in leadership 
at this juncture. Most of the large companies are in a 
phase of profound transition; from being largely India- 
focussed businesses, they are learning to think and act 
global. Suddenly, therefore, the stakes are vastly higher. 
Could a new leader at the Tata group have made big- 
ticket bets like pitching for steel maker Corus or en- 
hanced water brand Glaceau with as much ease as Tata 
has? Indeed, would Corus have wooed Tata Steel in the 
first place, but for the values embodied in the man 
who carries the family name? Perhaps not. Could a 
new leader at L&T have pursued the globalisation vision 


Adi Godrej, 64 

Bom Lk SR ET EUR 
Godrej is grooming his daughter, Tanya 
Dubash, 37, and son, Pirojsha, 25, who have 
been entrusted with different tasks: at Godrej 
Industries and Godrej Properties 


ing his stay till 70 
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BOMBAY HOUSE BLUES 


Key executives at Tata companies are due for retirement shortly. 





OMBAY HOUSE, THE TATA GROUP 
R headquarters, has never been 
short of talent. Even when stal- 
warts like Russi Mody, Darbari Seth 
and Ajit Kelkar were ousted from their 
powerful positions, there was always a 
second line of leadership to take over the 
mantle without affecting the businesses. 
But for the first time, the century-old 
industrial house is witnessing a different 
kind of challenge. Take for instance, the 
steel business where the Tatas are set to 
become the fifth largest steel major glob- 
ally if the Corus bid sails through. 
Managing Director B. Muthuraman, who is 62, will have to 
retire in another three years, going by the mandated retire- 
ment age of 65. Problem: the two deputy Managing Directors, 
T. Mukerjee (steel) and A.N. Singh (corporate services), 
who were contenders too when Muthuraman succeeded 
J.J. Irani in 2001, are nearing retirement themselves: 
Mukerjee is 63 and Singh 60. No doubt, there are about a 
dozen Vice Presidents, but half of them are close to 60. 
Tata Motors is another company, where the Managing 
Director is into the 60s. Ravi Kant, who was Executive 
Director (commercial vehicles) before he took over as Managing 
Director in July 2005, has touched 62. Therefore, Kant's 
term also ends in June 2009. Had V. Sumantran, who was 





Muthuraman (L) & Kant: Come 
2009, who will step into their shoes? 


Executive Director (passenger cars), 
stayed on when Kant was elevated, 
he could have been a possible suc- 
cessor. He was only 47 when he left 
and had worked with General Motors 
in the US, But Kant is in a better sit- 
uation than Muthuraman. Praveen 
Kadle, who is the only Executive 
Director at Tata Motors, is just 49 and 
could be a contender along with three 
Presidents-A.P. Arya (58), P.M.Telang 
(58) and Rajiv Dube (44). 

But could successors to Muthu- 
raman and Kant come from outside of 
India? After all, Tata's hotel and telecom businesses have for- 
eign-born CEOs at the helm. The argument for such a move 
is stronger in the case of Tata Steel and Tata Motors. After the 
Corus acquisition, Tata Steel will truly be a multinational 
player; Chairman Tata may well want a seasoned global ex- 
ecutive to lead the company. Tata Motors, too, has made in- 
ternational acquisitions (Daewoo commercial vehicles, for in- 
stance) and has ambitions of becoming a global player. A tier- 
two executive from one of the auto giants abroad may fancy 
a challenge like running Tata Motors. No one knows for sure 
what will happen at these companies over the next three 
years. One thing's for sure, though. Whatever it is, it will be 
both interesting and instructive. 
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with as much conviction as Naik has? Again, the answer 
will likely be a no. 

If India Inc. ever needed leadership stability, it is now. 
Across sectors and companies, the realisation has sunk 
in that markets have changed forever. Globalisation 
may be hobbled by xenophobia, but it is inevitable. 
Drug makers like Ranbaxy and Dr Reddy's will continue 
to acquire companies abroad to get a toehold in new 
markets and new product segments; the Bharat Forges 
and Amteks of India will also not hesitate to snap up dis- 
tressed assets abroad in a bid to get access to key cus- 
tomers. And while rr companies will primarily depend 


Shashi, 62, & Ravi Ruia, 5; btts 


__ Chairman & Vice Chairman/ Essar Group 
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- MES Essar, Shashi’ $ SONS Prashant, 37, and 
Anshuman, 35, and Ravi's children, Rewant, 
25, and Smiti, 22, are all directors 
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FAMILY BUSINESS 





A look at the inheritors across some key family-managed businesses. 





GROUP GENERATION NEXT 
Bharat Forge 
_ 57-year-old Baba 
The Godrejs 64-year-old 
„and sonP 
The Hindujas Dhiraj 
j Wockhardt ia and 
E. Chairman & MD, HabilKhorakiwala —— 
United Siddhartha V. Mallya, 19, son of UB Chairman, — 
3 Breweries Vay Mallya, 50 ч ДЫШ 
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TVS Motor Company | Lakshmi Srinivasan, 23, daughter _ 


| TVS Chairman, Venu Srinivasan, š3 _ 


Marico Industries | 
Bajaj Auto 


Bajaj Electricals 
Hindustan 


Constructions 
Zee 





| on low-cost development centres 
like India, they will need to stay 
3) with their ‘global delivery model’ to 
reassure international customers. 
The problem: There isn't sufficient management 
bandwidth within these companies. “For the first time, 
L&T has had to heavily depend on lateral recruitment at 
the very top level,” admits Naik, who does not have any- 
one to step into his shoes. Senior directors such as J.P. 
Nayak, K. Venkataramanan, and Y.M. Deosthalee are 63, 
61 and 60, respectively (the retirement age has been ex- 
tended from 65 to 67 years for senior management). Like 
him, rrC's Yogi Deveshwar may have to look outside be- 
fore he retires in 2012, simply because although rrc has 
an excellent crop of business heads at present, they 


82 BUSINESS TODAY DECEMBER 17 2006 


Amit Kalyani, 31, son of Bharat Forge Chairman, _ н Already an executive director in 





 Rajvi Mariwala, 26, daughter of Harsh Mariwala, 55 Learning the ropes in the marketing department - 
Rajiv, 39, and Sanjiv, 37, 
sons of Chairman Rahul Bajaj, 68 
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_ biotech business 


3 А He joined United Breweries Holdings board as a Director 
| in 2005. Mallya has already declared him as his successor 


ZO Lakshmi has joined the company as a management 





©) trainee, and will likely run the company one day - 
1 


à Rajiv rose to become MD after working in various 
252) Js positions and Sanjiv is Executive Director, in 
Û charge of Finance. 
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> She is being groomed within the company. She 









He is currently a Director in Zee Network, having 


Py ined the family business in 1997 
Î Has joined as Executive Director 











> Ness is the joint MD at Bombay Dyeing and looks 
© after the group's retail foray, and Jeh is MD of 
GoAir, a low-cost airline 

Source: BT Research 


will be too old by then. For example, the three executive 
directors—S.$.H. Rehman, Anup Singh and K. 
Vaidyanath—will be 68, 67 and 62 by 2012. 
Similarly, HDFC’s Deepak Parekh, who did not wish 
to comment on the issue, doesn’t have too many options. 
Keki M. Mistry, who has been HDEC’s Managing Director 
since 2000, is already 52 and Renu S. Karnad, Executive 
Director, is 54. Nasser Munjee, 54, who joined HDFC in 
1978 and became an Executive Director in 1993, could 
have been a potential successor, but he quit IDFC, an 
infrastructure fund that he set up at Parekh's behest, in 
2004. Parekh, whose (insignificant) shareholdings in 
HDFC is only due to ЕЅОРѕ, has two sons, Aditya and 
Siddharth, but neither of them works in the HDFC 
Group companies. Aditya Puri, 55, who in 10 years has 
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turned HDFC Bank into the country’s second largest 
private bank, could be another candidate. 

If the professional-run companies across India seem 
to have been caught off guard on the succession front, it 
is indeed the case. Says Gautam Kumra, Director, 
McKinsey & Co.: “It’s a new reality for India. Histor- 
ically, companies or groups have been founder-led and, 
therefore, there hasn’t been much focus on succession 
planning.” As a result, few of them have any sort of in- 
stitutionalised grooming or succession planning system 
that companies abroad have. General Electric (GE), for 


JOINT FAMILY JIGSAW 








Business families where there are multiple CEO/Chairman contenders. 


Venugopal. Dhoot 
Chairman/ Videocon 


Dhoot's son Anirudh, 29, is the Managing 
Director of Electrolux India, but Dhoot’s 
nephew, Saurabh, has also been recently 
inducted into Videocon 


instance, has one of the best leadership development 
practices, where high-potential managers are given 
challenging task for a given period to prove their lead- 
ership skills. In fact, GE's erstwhile Chairman, Jack 
Welch, began the process of identifying a successor 
four years before he was to retire. At the end of the 
exercise, he had three equally competent candidates 
to choose from and zeroing in on the one most 
suited to lead СЕ from thereon, Welch wrote in his au- 
tobiography Straight from the Gut, “was the most dif- 
ficult and agonizing (decision) I ever had to make”. 
He was right about all the three men being equally 
good. Soon after, Jeffrey Immelt got the top job at СЕ, 
Bob Nardelli moved to Home Depot and Jim 
McNearny to 3M—both as CEOs. 


The Family Does it Better 

Ironically, family-managed businesses seem better at 
handling the succession issue—partly because most of 
them follow a simple rule of primogeniture; the eldest 
son automatically becomes the leader. That, however, 
does not mean they aren't put through their paces or 
made to prove themselves in different roles. Reliance's 
Dhirubhai Ambani, for instance, set in motion the 
process of succession planning way back in the 80s by en- 













GROUP PERCEIVED SUCCESSOR(S) FAMILY MEMBERS WITH THE VETO POWER 
Essar Prashant, 37, and younger brother Anshuman, 35, Каи Ruia—Shashi’s brother and 

_ sons of Shashi Ruia business partner for years ey 
Videocon Venugopal Dhoot's son Anirudh Dhoo 29 Pradeep and Rajkumar, younger brothers of Venugopal. 


Asian Paints Jalaj Dani, 37, and Hasit Dani, 34, 
il sons of Ashwin Dani S 
Cipla Kamil Hamied, son of M.K. Hamied, 
Patni Computers {Anirudh Patni, son of Narendra Patni, 63, _ 
_Who is the Chairman and CEO als 
S. Kumar's 





Pradeep's son Saurabh has also joined the group 


Equity partner Ashwin Choksi, Chairman 

of Asian Paints and Abhay Vakil, Managing Director 
CMD Yusuf Hamied, 69, is firmly in the saddle. 

Amar Lulla, а non-family executive, is the Jt MD at Cipla 


EIE Gajendra and Ashok, both brothers of Narendra, 
are Executive Directors 





С Nitin Kasliwal, Aniruddh's uncle, 
| who is the Managing Director 
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SUCCESSION PLANNING AT PSUs 






‘What's that?’ you ask. And rightly so 


OME OF INDIA'S BIGGEST AND MOST VALUABLE 
Some aren't private, they are 
state-owned. Yet, there's virtually no 
succession planning at these corporations. 
Take the State Bank of India, for example. In 
October 2002, when A.K. Purwar took over as 
the Chairman, there were half a dozen con- 
tenders from within the bank. Yet, the govemment 
chose a much junior Purwar to lead the bank be- 
cause he had age on his side; compared to the 
one-to-three years that most SBI chairmen get at 
the helm, Purwar had five years to retirement. 
Sometimes, finding a replacement can be harder 
still. After G.P. Gupta left IDBI in January 2001, it 
took almost a year to appoint a Chairman in the 
form of P.P. Vora, who came from National Housing Bank. 
And when Vora left, the government brought in M. Damodaran, 







An exception: IOC's 
ex-chief Ramachandran 





but only to replace him within 14 months with V.P. 
Shetty, the current IDBI Chairman. “This not only 
leads to instability, but also sends a wrong signal to the 
cadre,” says a former chairman of IDBI. “This is one 
of the reasons why PSUs lose competent people to the 
private sector,” says V.P. Singh of Deloitte Touche. 
But there are exceptions, too. According to 
Emst & Young, Indian Oil Corporation (IOC) has of- 
ten been the hunting ground for Chairmen and MDs 
for other state-owned energy companies. Subir 
Raha, who led ONGC until recently, and Proshanto 
Banerjee, former head of GAIL, came from Indian 
Oil. In fact, the oil giant's immediate past CMD, 
M.S. Ramachandran, had been a lifer at the 
corporation. “A unique feature of IOC has been the 
pro-active role that HR has played for years in developing 
the leadership pipeline," says N. S. Rajan of E&Y. 





trusting crucial responsibilities to his two sons, Mukesh 
and Anil. The former was assigned the task of setting up 
the pry plant in Patalganga when he was just 24 and the 
latter was also bundled off to Reliance's textile unit at 
Naroda soon after he returned from the Wharton School 
of Business. Similarly, while Aditya Birla's demise was pre- 
mature, his son Kumar Mangalam Birla wasn't unpre- 
pared for the task when he had to take over the reins at 
the age of 28. Says V.P. Singh, a Director at Deloitte 
Touche Tohmatsu India, who's also on the boards of a 
few companies: “Professionals are equally on the forefront 
in many family-run businesses. The owners sit on the 
board while the professionals run the company." 
Other family-managed groups such as Tvs and 
Murugappa have had a long tradition of ‘apprenticeship’, 
where family members start off as trainees, usually on the 
shop floor, and depending on their inclination and ca- 
pabilities, are given increasingly more important roles. 
Even in families where the scions have returned after ob- 
taining world class education, they’ve had to earn their 
spurs the hard way. Take the Bajajs, for instance. 
Chairman Rahul Bajaj brought his elder engineer son, 


N.S. RAJAN 

Partner (Human Capital)/ Ernst & Young 
“Succession planning is the ongoing process of 
preparing suitable employees to handle higher 
responsibilities and eventually replace key 
people as they retire or leave” 
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Rajiv, on board as an officer on special duty way back in 
1990 and let him work his way up through a series of 
roles (General Manager, Vice President, President, and 
joint Managing Director) before he made him the 
Managing Director in April last year. Rajiv was re- 
sponsible for driving Bajaj Auto’s late entry into the mo- 
torcycles business, where it’s now giving market leader 
Hero Honda a run for its money. His younger brother 
Sanjiv, who is also a mechanical engineer but with an MBA 
from Harvard to boot, also joined as an OSD in 1994 and 
is currently an Executive Director in charge of Finance. Says 
Bharti Gupta Ramola, Executive Director, Pricewaterhouse- 
Coopers: “The grooming of leaders in family-run businesses 
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has been a little more systematic of late.” 

At Tvs Motors, Chairman Venu Srinivasan brought 
on board his daughter Lakshmi six months ago, but as a 
management trainee who is undergoing training in dif- 
ferent departments of the company. “Lakshmi is also si- 
multaneously pursuing studies,” says a person close to the 
family. “I’m working on some new projects,” says 26- 
year-old Rajvi Mariwala, daughter of Marico Chairman, 
Harsh Mariwala, whose 24-year-old son, Rishabh, has 
joined the company too. Rajvi refused to discuss the lead- 
ership issue and the new projects she is working on. Like 
other business family scions, Puneet Goenka has been 
given a responsible position, but is clear that it is his to 
make or break. “It’s a question of performance," says 
Goenka, 31, Zee chieftain Subhash Chandra's son. “If 
lm able to perform, then sure. At the end of the day, it's 
a question of creating shareholder wealth.” 

Puneet seems to be at the right place at the right 
time. After years of struggle, Zee is back in the TRP 
sweepstakes, especially with shows like Little Champs. “In 
the near term, ГЇЇ be focussed on the content business,” says 
Goenka, who joined Zee in 1997. In the long term, 
Puneet plans to take Zee global. “Why cannot we get into 
mainline media globally?” asks Goenka. Zee already has 
a movie channel in Russia and a local language channel in 
Indonesia, and the international businesses account for 40 
per cent of Zee’s profits. 

But where family businesses have multiple con- 
tenders, especially from different factions of the family, 
things can be vastly more complicated. A case in point, 
Patni Computers. Chairman Narendra Patni’s son 
Anirudh Patni may be perceived as the successor, but he 
will need the support of Gajendra and Ashok, brothers of 
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Managing Partner & CEO/ Haribhakti Group 


“There is now talk in boardrooms of 
sustainability and how to keep the 
companies going” 


Narendra, who also own shares in the computer major. 
A similar situation exists in other groups such as Videocon, 
Essar, Asian Paints, $. Kumar’s, and Cipla. At Videocon, 
for example, Chairman Venugopal Dhoot's son Anirudh 
is already in charge of Indian operations of Electrolux as 
Managing Director. Recently, his cousin (son of 
Venugopal's younger brother P.K. Dhoot) Saurabh was 
inducted into Videocon Industries to start learning the 
ropes. But ask Venugopal about succession and all that he 
would say is, *Anirudh will continue to do what he has 
been doing in the group." 


The Governance Issue 

Except for a handful of companies like Infosys, where the 
passing of baton from N.R. Narayana Murthy to Nandan 
Nilekani happened without a hitch, the issue of corpo- 
rate governance isn't addressed with the seriousness it 
deserves. However, you may expect that to change. 
As Indian companies raise funds from foreign sources— 
including private equity investors, banks and financial 
investors—and acquire companies abroad, there will be 
pressure to create stronger boards. When boards become 
as powerful as the Chairman/CEo, they will demand 
that succession planning be done in a systematic manner 
not just for top leadership positions but across levels. 
Agrees N.S. Rajan, Partner (Human Capital), Ernst & 
Young: "Succession planning is the ongoing process 
of identifying, nurturing and preparing suitable 
employees to handle higher responsibilities and eventually 
replace key people as they retire, leave or when unex- 
pected events are faced by the company." 

The new breed of entrepreneurs already realise that 
ownership need not necessarily mean management. 
Says Tulsi Tanti, who runs the world's fifth largest 
wind energy company Suzlon: “There is a clear 
demarcation between the management and the advisory 
board. I am not part of the management, I sit on the adv- 
isory board as a guide and mentor." That said, Tanti, like 
Pantaloon Retail's Kishore Biyani, says that there should 
not be any retirement age for CEOs. “I believe a CEO 
should continue as long as he is fit." Perhaps, but it would 
be unfortunate if India's CEOS needed to stay on in 
their jobs not because they wanted to, but because they 
were forced to. At this point, that's the sort of leadership 
crisis India Inc. seems to be staring at. Ш 
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Royal Classic Mills: A star among Tirupur's exporters 


ur 





Two years after the abolition of textile quotas, there is a flurry 
of activity in the textile town as companies expand, export, 
consolidate and build brands. VENKATESHA BABU 


T IS THE MIDDLE OF NOVEMBER, BUT THERE'S STILL NO 
[| respite from the sweltering afternoon heat in 
Tirupur. There are, it seems, only two weather 
patterns in this textile town—hot and hotter, with 
j some rains thrown in during the monsoon. We 
are here to meet Nachimuthu Chandran, Managing 
Director of the Rs 623-crore Eastman Exports, India’s 
second largest readymade garments exporter and Asia’s 
largest knitwear exporter, and finally track him down in 
the cavernous finishing shop floor of his factory, where 
hundreds of workers are giving final touches to garments 
of all shapes and sizes. Chandran is a diminutive man 
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whose thin frame and taut skin belies his 52 years; in his 
half-sleeve shirt and white dhoti, he could pass off for 
one of the 10,000 workers he employs. Chandran, 
who is careful with his choice of words, grins. “The Ac 
offices are for international buyers and visitors like 
you; I am happiest when I’m among workers, trying to 
solve problems.” Looking at him, it is difficult to imag- 
ine that he supplies garments to top-end buying houses 
in Amsterdam, Turkey and Italy and that his products 
often reach end-customers with Marks & Spencer, 
Metro Group, JC Penney, Sears, Kappa, Nike, Tommy 
Hilfiger, Pepe Jeans and Esprit labels on them. 





~ 





The garment exporters of Tirupur, long handi- 
capped by the quota regime imposed by the us and 
Europe, are now revelling in the post-quota world (the 
quotas were abolished in January 2005). In the last 12 
months, Eastman alone has invested Rs 120 crore in 
capex. It has a spinning mill with a capacity of 50,000 
spindles and its factories can manufacture two lakh 
T-shirts a day. “The opportunities are huge. And this is 
only the beginning as Indian players are just finding their 
feet in the global market. The future is even brighter,” 
says a confident Chandran, 


Success of Tirupur 

The future didn’t look very bright even 23 months 
back. Located 50 km east of Coimbatore, Tirupur is an 
unlikely success story. The land is dry and not very 
fertile; the Noyyal, a non-perennial river, and seasonal 
rains, are its only sources of water. It was a hardscrabble 
existence for most. In the early 1970s, people began to 
move away from agriculture to undertake small-scale 
manufacturing of briefs and vests (called jatti and ban- 
ian in the local lingo). The 40-year-old Muthuswamy 
Ramaswamy, Partner, Warsaw International, a Rs 50- 
crore export house, who also runs Alpine Knits, says the 
high mineral content in the local water, which was the 
bane of agriculture, has played a big role in Tirupur's suc- 
cess in textiles. *Clothes bleached with the local water 
came out whiter. This was before the arrival and 
extensive use of chemicals like chlorine in bleaching. That 
was how Tirupur made a name for itself in the grey and 
white briefs and vests market." 

The second, and more important, factor that has sig- 
nificantly contributed to its success is the work ethic of 
the Gounder community. Almost 80 per cent of 
Tirupur's exporters come from this traditionally agri- 
cultural community; the men spent 12-14 hours on the 
farm as a matter of routine; and brought this ethic to the 
factory. Says N. Shanmugam, MD of the Rs 250-crore 
Royal Classic Mills and a major exporter: "Though it is 
politically incorrect to talk about caste, it is a fact that 
the Gounder community's work practices have con- 


‘ 
PINAKI PAUL 


W India W Tirupur 
Figures in Rs crore 


PHOTOGRAPHS BY DEEPAK С, PAWAR 


Export of Readymade Garments 





Figures in brackets are percentage of total exports 
Source: AEPC, companies & BT estimates 


N. Shanmugam/ Managing Director/ Royal Classic Mills 

“When | started this venture with my f 
brothers, | was extended yarn only on |) 
the basis of a handshake” = 


tributed a lot to Tirupur’s success. Also, community con- 
nections help. When I started this venture with my 
brothers, I was extended yarn only on the basis of a 
handshake; I was not asked to provide any guarantees. 
Then, if someone bags an order he can’t execute, he 
passes it on to a fellow community member. Trust 
and hard work have helped this agricultural commu- 
nity’s first-generation entrepreneurs to build companies 
worth several hundred crores.” 

Tirupur's garment manufacturers took their first 
tentative steps in the global market in the early 1980s. 
A. Sakthivel, President, Tirupur Exporters Association 
(TEA), and Chairman of the estimated Rs 150-crore 
Poppy's Group, one of the oldest players in this town, 
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reminisces: “Most were first-generation entrepreneurs; 
so, cracking the international market was not easy.” But 
by early-to-the mid 1990s, Tirupur had come to be 
recognised as the knitwear and hosiery capital of India. 


Quota Regime 

Though India was among the largest cotton producers 
(till 2002, 15 used to be ahead, now India is #1), with 
cheap labour and a history of textile expertise, it couldn’t 
export beyond a point because of the quota regime. This 
meant that there was little or no incentive for players to 
invest in technology, expand capacity or build long-term 
relationships with large global customers. Result: a 
fragmented, small-scale industry, without the wherewithal 
to compete globally. 

Eighty five per cent of India’s readymade garments 
exports went to the quota countries. There was even a 
thriving trade in buying quotas from countries like Sri 
Lanka and Bangaladesh, which had quotas but not 
the capacity to utilise them. However, the end of the 
quota regime has heralded a new era for Tirupur. 
The government had recognised even before aboli- 
tion of quotas that Indian players needed to upgrade their 
infrastructure. So, it set up a Technical Upgradation Fund 
to help these units (TUF was set up in 1999 and became 


P. Sundar Rajan/ Managing Director/ SP Apparels 


“Given that we supply to and satisfy international 
companies, there's no reason why we shouldn't 
succeed in the domestic market" 
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R. Nagaraj/ Owner/ Ramraj Group he 

“While other players focussed on the | 
export market, | decided to focus on 
the domestic market” 































operational in 2001. In the first year, it dis- 

bursed Rs 800 crore; last year, it disbursed 

Rs 15,000 crore). D.G. Reddy, Director, 

Apparel Export Promotion Council (AEPC), 

the apex body of garments exporters in the 

country, says: “TUF helped the industry 

by providing funds at low rates (2-3 per 

cent) of interest.” TUF has so far disbursed 
substantial amount of loans to Tirupur’s x 
textiles industry. 

Those who invested then are now reap- 
ing the benefits. Says P. Sundar Rajan, MD, 
sp Apparels, a Rs 270-crore company: “Our 
investments in the latest technology and 
in increasing capacities have definitely 
helped. This year alone, we are investing Rs 
80 crore in capex, thanks, in part, to TUF.” 
Today, most Tirupur exporters, who earlier 
focussed only on knitwear items like vests 
and briefs, also manufacture men’s and 
women’s T-shirts, sleepwear, sportswear, 
formal clothes, sweat shirts, cardigans, 
bermudas and leggings. 

But Tirupur has grown haphazardly. 
“In the absence of zonal planning, you'll 
find factories in the midst of residential ү 
areas,” says Ramaswamy of Warsaw 
International. Due to the small-scale nature 
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of the business earlier, players had plants in multiple loc- 
ations; the fear of industrial relations problems result- 
ing from having a few thousand workers under one roof 
also contributed to this fragmentation of capacities. 
Now, players are realising that international buyers pre- 
fer vertically-integrated units. Result: they are consoli- 
dating their facilities. 

In 2005, AEPC and TEA set up the Netaji Apparel Park 
on the Avanashi Highway on the outskirts of Tirupur. This 
220-acre park, said to be the first of its kind in the coun- 
try, houses 60 units and is already full. Shaktivel says: *We 
are now planning to expand the park." 


Chinese Competition 

One problem that Tirupur still faces, in spite of the inv- 
estments, is that of scale. In a tentative list of its Top 10 
players, the 10th ranker has a turnover of less than Rs 
100 crore. So how do they compete with Chinese tex- 
tile exporters whose economies of scale are legendary? 
Chandran of Eastman Exports is unfazed. “We aren't 
scared of the Chinese. They have their strengths, but 
we're also ramping up our operations and can hold 
our own," he says. Over the last two years, Indian ex- 
porters have crunched their turnaround times quite 
dramatically. Earlier, the time lag between bagging an or- 
der and its execution was close to five months; it is now 
four-to-six weeks. The comparative figure for their 
Chinese counterparts: 12-16 weeks. Indian players also 
accept orders for a few thousand pieces; the minimum 
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Karl Heinz Laborgne/ Consultant/ Royal Classic Mills x 

"While labour might be cheap now, | 

Tirupur players will be better served £ 
А, 


by increasing overall productivity” 





order size for Chinese players is 50,000. Rajan of sp 
Apparels, however, accepts that Indian players have a 
long way to go before they can even start comparing 
themselves with the Chinese. “We should emulate them 
and build up scale. And the government must keep 
TuF, which is due to be phased out from 2007, open so 
that more players can utilise it to grow.” 

Many companies are engaging international 


IS TIRUPUR’S DYEING INDUSTRY DYING? 


Not quite. But it is being forced to clean up its act. 


IRUPUR'S TEXTILE INDUSTRY HAS LONG HIDDEN A DIRTY SECRET. 
Its more than 600 dyeing and bleaching units have vio- 
lated environmental regulations by discharging harmful 
chemicals and effluents into the Noyyal. Result: even the 
groundwater that was pumped out was coloured. Noyyal, the 
non-perennial river which flows between Tirupur and Karur, 


is consequently, heavily polluted. Dyers and bleachers had _ 


dodged the issue with the help of a section of the 
administration, which winked at their activities. However, 
after a long drawn legal battle, the Madras High Court, on 
July 14, 2005, directed them to compulsorily install reverse 
osmosis (RO) plants for treating effluents or shut down. 
An RO plant costs Rs 50 lakh-1 crore; so, the small play- 
ers have been hit. N Kandaswamy, President of the Dyers 
Association of Tirupur, says the government must subsidise 
the cost of putting up treatment plants, as the livelihoods of 
several thousand people are involved. But a large player, who 
did not want to be identified, says: “Why should the gov- 
ernment subsidise our business? This will lead to consoli- 
dation, which will benefit the industry in the long run.” 
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Clean up time: For Tirupur's dy(e)ing industry 


Meanwhile, a public-private partnership has set up 
the $220-million (Rs 990-crore) Tirupur Water And 
Wastewater Treatment Project in early 2006; it now provides 
185 million litres of potable water a day and can treat 30 
million litres of domestic sewage. 
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consultants to advise them on quality and productivity A. Sakthivel/ President/ Tirupur Exporters Association 
issues. Royal Classic Mills has hired Karl Heinz Laborgne, "Cracking the international market for 
who has worked with textile exporters in Germany, Peru most of Ti rupur's oarment 
and Vietnam, to examine its work flow and processes = 


manufacturers was not easy” 


Tirupur-based players will be better served by inc- 
reasing overall productivity,” says Laborgne. 


Domestic Market 
Not all companies, however, are focussing on the global 
market. R. Nagaraj, the soft-spoken owner of the Rs 250- 
crore (estimated; he refuses to disclose his actual revenues) 
Ramraj Group, realised the potential of the domestic mar- 
ket early on and is now regarded as India’s dhoti king. His 
two main product are the humble dhoti and shirt. Both 
come in only one colour—white. “While other players 
focussed on the export market, I decided to focus on the 
domestic market,” he says. Others are now following his 
lead and are looking to expand in the domestic market. 
Tirupur supplied just Rs 300 crore worth of readymade 
garments to the domestic market in 2001-02; the figure 
is expected to touch Rs 2,000 crore this year. 

Some companies are also moving up the value 


ira Managing Director/ Eastman Exports 

"We aren't scared of the Chinese. They have their 
strengths, but we're also ramping up our 
operations and can hold our own" 


chain by building or buying brands. 
Royal Classic Mills has launched a range 
of menswear in the domestic market 
under the Classic Polo brand. N. 
Sivaram, Executive Director, RCM, says: 
“Creating a brand is not easy and takes 
years of investments before it starts pay- 
ing off. However, it’s worth it as the 
margins here are higher.” He has built ^ 
up Classic Polo into a Rs 40-crore brand 
in just four years and also acquired in- 
nerwear brand Smash in 2004. 

Inspired by his success, Sundar Rajan of 
SP Apparels bought the loss-making 
Crocodile brand for Rs 7.5 crore in May 
this year. He has already turned it around 
and expects it to clock a turnover of Rs 12 
crore by the end of the financial year. 
“Given that we supply to and satisfy int- 
ernational companies like United Colours 
of Benetton, Marks & Spencer, 
MotherCare, Disney Stores, George Asda, 
Tesco and Dunnes, there’s no reason why 
we shouldn’t succeed in the domestic 
market,” he says. 

That will only mean more competi- N 
tion for the established players in the 
country. N 
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“It's my desire t tak 
considerat on your | пе 
support to which 1 wi: 10 
extend all possible cooperation." 


In short, 
“May | help you?" 





The Canon imageRUNNER 1020161 

with ‘Universal Send’. Cuts your work short. 
It's time to make your work process simpler with 
the new Canon 1820161, Armed with ‘Universal 
Send', a one touch e-mailing system, it allows you 
to scan and send documents directly to. multiple 
locations without ‘connecting to your PC. And its 
large 256 MB RAM capacity makes multi-tasking: ` 
faster, ensuring that productivity never. takes à 
backseat. Go ahead, get one for your office and 
discover an all new way to cut short the work load. 








Features 

Print, Copy, Colour Scan & iFax 

Big 256MB RAM Memory 

Revolutionary UFR Н LT Printing Technology 
Duplex Aütomatic Document Feeder 

1000 ID codes. (for security) 

Duplex Printing (Optional) 





Business Caw. be simple | 1820161 (internet-ready) 
Choose from Canon imageRUNNER series: 181210, 181510, iRT570F, iR2230, iR2270, 
iR2870, iR3530, iR4570, iR5570, iR6570, iR7095, iR7105 


CALL CANON: 1800 345 3366/39010101 OR VISIT us AT wuww.canonco.in 
CORPORATE OFFICE : Canon India Pvt. Ld.. Second Floor. Tower A & B, Cyber Greens, DLF Phase-lll, Gurgaon 122 002. 
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Confident Mhatre: Vashi's 7 
social activist is in no mood te 
Г give up his land for SEZs 
=. 
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As a rash of proposed special economic zones intrudes on millions _ : | 
of hectares of agricultural land, farmers all over the country are 
to part with their fields for a mere fistful of rupees. 


KRISHNA GOPALAN & ANAND ADHIKARI 


ANARADHAN MUKUND MHATRE, 72, 15 THE VOICE 
of a village called Vashi in the Raigad district of 
Maharashtra, some 100 km off Mumbai, where 
Reliance Industries (RIL) has plans to put up an SEZ 
that will be sprawled out over 14,000 hectares. 
Vashi is just one of the 47 villages whose dwellers are 
up in arms and even the mention of the name 
Reliance makes the 25,000-odd farmers in this region 
absolutely livid. The land here is lush green with 
storks gliding effortlessly over the paddy fields. 
Fondly called Anna Hazare by the villagers (after the 
country’s renowned social activist), Mhatre speaks 
passionately of the land being the food provider. 
“SEZ ог no SEZ, there is no question of giving up our 
land,” thunders Mhatre, who himself owns three 
acres. A substantial part of the land in Raigad district 
is used to cultivate rice and paddy. 
Mourya Murli Sawant is only 35 years old, but 
looks older. This farmer owns a three-acre piece of land 
in Mann village, not too far away from Pune’s IT district, 















TRACKING THE FIELDS 
SEZs that are invading the farmland. 
ET чан чына A iU 
Bharat Forga, Pune, 
Maharashtra 


Reliance Industries, 
Raigad, Maharashtra 


Rea сы 


Reliance Industries, 
Jhajjar & Gurgaon, 


Hi-tech SEZ, 
Nokia SEZ, 
Flextronics SEZ, 
Sriperumbudur, 
Tamil Nadu 


Source: BT Research 


‘of finality. The reason for that tone is not hard to 


Hinjewadi. On March 9 this year, Sawant was among 
the 2,000-odd farmers from Mann who protested 
against the government’s move to acquire their land for 
the creation of special economic zones (SEZs). Bharat 
Forge, the Mahindra group and the Mumbai-based real 
estate group, the Hiranandanis, have plans to set up 
bases in this proposed SEZ. The day turned out to be 
fateful for Sawant who was shot in the thigh when the 
police opened fire to control the fiery crowd. Sawant 
still limps and has spent Rs 25,000 so far on his med- 
ical expenses, But the injury has only strengthened 
Sawant’s resolve to hold on to every inch of his three- 
acre piece of land, on which he grows rice, sugar- 
cane, potatoes and onions. 

Up north in Haryana's Jhajjar district, it's once 
again RIL that has announced plans of setting up an SEZ 
on 10,100 hectares of land, equivalent to 25,000 
acres. One of the villages in the district, Nimana, alone 
has 1,000 acres of land of which 800 acres is fertile. The 
village grows a medley of crops like wheat, jowar and 
bajra. Chaudhary Azad Singh is one of the farmers till- 
ing the land in Nimana. *We will not sell our land un- 
less we get proper compensation," he says with a sense 














Maratha community 
‘Adivasi, Thakar 
community 

work as labourers) 





Kolis & Agris 





Jats, Gujjars, 
Yadavs, Thakurs 
d Harija 


Balija Naidu, 
Dalits and 
Vanniars 






Note — Land rates are sourced from farmers, government representatives and other intermediaries 
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bt SEZs 


WHO GAINS, WHO LOSES 


Rates being offered may be far below market prices. 


SEZ LAND RATE / GOVERNMENT OFFER 
Bharat Forge, Pune Rs 6-7 lakh per acre 
Reliance Industries, Raigad district Rs 1.20-1.50 lakh per acre 
Reliance Industries, Haryana Rs 23.65 lakh per acre 
Sriperumbudur/Oragadam SEZ Rs 1.5 lakh-3.75 lakh per acre 


Note: Land rates have been sourced from farmers, government representatives and other intermediaries 


understand: The government is offering Rs 23.65 lakh 
per acre against an apparent market price of over Rs 50 
lakh per acre. In Munda Kheda, another village in 
Jhajjar, Chaudhry Gaje Singh, a farmer and landowner, 
talks about agents doing the rounds for the past one 
month, attempting to coerce villagers to sell their land 
at rates of Rs 22 lakh per acre. “If we sell (at that 
rate) there's no benefit for us. The $Е7 is not beneficial 
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MARKET RATE IN ADJOINING AREA 
Rs 10-15 lakh per acre 
Rs 20-30 lakh per acre 





Rs 50 lakh per acre in Jhajjar; Rs 50 lakh-1 crore in Gurgaon 


Minimum of 10 times and maximum of 30 times depending 
on access location from highway 


Source: BT Research 


for us,” shrugs Singh. He won’t be only one in Munda 
Kheda who feels that way. Roughly 95 per cent of the 
village’s population is involved in farming, earning 
Rs 25,000 per acre per year. 

From Haryana in the north to Andhra Pradesh in 
the South, from West Bengal in the East to Maharashtra 
and Gujarat in the West, SEZ projects are mushrooming 
like a nuclear cloud—at least from the viewpoint of the 
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WORLD CLASS MDPs FOR INDIA INC. 


‘he following shortlist of International faculty members visiting IIPM will be taking MDPs & 





training programmes for India Inc. as per the mentioned dates.* 


European School of Management, Paris 
Isaac Getz - 

Managing employee Ideas for Performance 

New De hi, Bangalore, Mumbai 


qoa GSB 

tha Mohanram - 

Investment Finance 

New Delhi, Mumbai, Bangalore 


May 05 


Jun. O05 


University of Cambridge 

Mark de Rond Jul. 05 
Collaborating to Compete: Value Creation and Conflict Resolution 
New Delhi, Ahmedabad, Bangalore, Mumbai 


London School of Economics 

Tobias Kretschmer 

Strategic Thinking in the High-Tech Arena 

New Delhi, Ahmedabad, Bangalore, Mumbai 


University of Oxford 

Owen Darbishire 

Human Resources and Effective Management 
New Delhi, Hyderabad, Chennai, Bangalore 


London School of Economics 

Raymond Richardson 

Modern Human Resource Strategy 

New Delhi, Ahmedabad, Bangalore, Mumbai 


LSE 

Geoffrey Owen 

The impact of globalisation on industries and firms 
New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 
An Ginsberg Non 05 
fe Entrepreneurship: Leveraging Innovation for Growth 
Delhi, Mumbai, Bangalore, Ahmedabad. 


Aug. 05 


tug. 05 


Yep. 05 


Sep. 05 


The Wharton School of the Univ. of Pennsylvania 
Skander Essegaicr Dec. 05 
Pricing Strategies 

New Delhi, Bangalore, Chennai, Hyderabad 


Stanford University Graduate School of Business 


Rick Aubry Dec. 05 
Social Entrepreneurship 

New Delhi, Ahmedabad, Mumbai, Bangalore 

IMD 

Michael Yaziji Dee. 05 


Non Market Environment that can profoundly impact industries 
New Delhi, Chennai, Bangalore, Hyderabad 


YALE 


Ravi Dhar Dee 05 


Branding 
Bangalore, Chennai 


All the MDPs are jointly taken with a member of ИРМ faculty & conducted by Planman Consulting 


IMD International 
Donald Marchand 


Reaping the Business Value of IT : Optimising Payback 


New Delhi, Hyderabad, Bangalore, Mumbai 
INSEAD 


Andre Laurent 
Managing Across Cultures 
Bangalore , Chennai, Hyderabad, New Delhi 


University of California 

Holly Schroth 

Negotiation and Conflict Resolution 

New Delhi, Bangalore, Hyderabad, Chennai 


INSEAD 

Amitava Chattopadhyay 

Customer Focus 

Bangalore, Chennai, Hyderabad, New Delhi 


Wharton 
Johannes Pennings 


Strategic Management of Innovation: overcoming inertia ; 


the adoption and implementation of an emerging 
technology 
Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Pietro Veronesi 

Finance 

Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Phillip Afeche 

Operations Management 

Bangalore, Chennai, Hyderabad, New Delhi 


Stanford 

Prof. Wasim Azhar 

Managing Sales and Distribution Channels 

New Delhi, Hyderabad, Chennai, Bangalore 


Chicago GSB 

Prof. ri Gneezy 

Negotiation 

New Delhi, Mumbai, Pune, Ahmedabad 


Chicago GSB 

Prof. Geo ze Wu 

Decision Making 

New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 
Prof. Zur Shapiro 


ASIA 


Jan. 


Feb 


Mar. 


Apr. 


May 


Jun.’ 


Ang 


Oa. 


Nor 


De. 


Risk Taking and Managerial Decision Making (tentative) 


New Delhi, Mumbai, Ahmendabad 


06 


06 


06 


06 


06 


L 06 


06 


06 


06 
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Investment per participant for the above mentioned programmes : Rs. 10,000/- 
*Get in touch today with Chanda for more details and a more exhaustive list of MDPs at 
nda,mehra@iipm.edu or training@planmanconsulting.com; wwwiipm.edu; wwwplanmanconsulting.com 
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Other Internationally 


acclaimed Management 
Guru's and experts who have 


taken sessions with 


IIPM students!! 


Stephen К. Covey - 
Success Guru 
Oct. 03 


Zig Ziglar - 
Leadership and 
Motivation Guru 
March ‘04 


Philip Kotler - 
Marketing Guru 
Oct. ‘04 


Rajeev Kohli - Columbia GSB 
Destructive Innovation 


Gita Gopinath - Chicago University GSB 


Macro Econ. Planning 


Bharat Anand - Harvard Business School 
Competitive Strategy 


Arindam Chaudhuri - 


Management Guru 
Leadership & Strategic 
Vision » 
у | 
Tom Kirchmaier - LSE ^: 
Ji P4 


Bargaining & 
Negotiations 


Akash Deep - Harvard ? 
University 

Finance, Risk, Valuation: Global 

Perspectives 

Jan. '05 


Leigh Hafrey - MIT, 

Sloan School of Management 
Ethics & Leadership 

Feb. ‘05 


Joel Stern 
Originator of EVA 
Feb, ‘05 


Sunil Gupta - 
Columbia GSB 
Managing Customers 
as Investments 

Mar. ‘05 


Jack Canfield - 

Author of Chicken for the Soul and Peak 
Performance Guru 

June ‘OS 






Jim Rogers - Finance Guru 


Feb. 06 


Clayton M. Christensen - 
Innovation Guru 
May ‘06 


John Philip Jones - 
Advertising Guru 
Aug. ‘06 


Gary Hamel - Strategy 
Guru 
Sept. '06 
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bt SEZs 


RAJ SINGH 





AJ SINGH IS 40 YEARS OLD AND APART FROM BEING A 

farmer, he is also the Sarpanch of Hari Nagar village 
in Gurgaon district in Haryana. He holds 20 acres of land. 
He was with the Indian Army earlier before he came 
back to manage his ancestral land in the village. Singh, 
who is one of the bigger landowners in the village, is 
quite dismayed about the manner in which the land ac- 
quisition process is being done. “Yes, industrialisa- 
tion is desirable and even necessary but the manner in 
which it is being done will not solve the problems of us 
villagers. Our income is already badly affected by 
saline water that has made our otherwise fertile land un- 
fit for cultivation,” says Singh. 

Singh, who has a son, is of the opinion that the 
government should have brought in the Sutlej Yamuna 
Link (SYL) canal if the intention was to help the farmers. 
Hari Nagar's villagers seem more comfortable being 
farmers than anything else. After all, that’s what the farm- 
ers have been doing for years. “A farmer can only do his 
job best. He cannot be expected to do anything else,” is 
Singh’s point of view. 


farmer whose land and livelihood face the threat of be- 
ing enveloped by gigantic corporate ambitions. As 
state governments and mega-corporations come around 
sniffing for juicy land deals in rural India, villagers 
reliant on agriculture are falling into three categories: 
One is a minority, which is willing to up and leave for 
a price (or for a job or for land in another place). 
The second bunch, which would make up the bulk of 
the farmers, refuses to move out because they feel the 
compensation being doled out in lieu of their land is ob- 


чүйгүн 


scenely low. And there’s a third group that, come hell 
or high water, refuses to budge, unable to imagine a life 
without their plough, crop and land. 

The genesis of the crisis may lie in the way gov- 
ernments have gone about identifying land on which 
SEZs will be housed, and the way they have valued the 
land. Here's how it works: The first step involves a sur- 
vey where the villages for a particular SEZ are identified 
and the government through a land acquisition officer 
gets all the pertinent information on the land that is pro- 
posed to be acquired. Factors like the fertility of the 
land, as well as the number of trees and wells are 
some of the parameters considered when determining 
the value. This entire process takes anywhere between 
one and three months (in the case of the Bharat Forge 
SEZ, work relating to the survey has not started since the 
farmers are up in arms). Once that’s done the land ac- 
quisition officer formally issues a notice—called the 4 
(i) notice—indicating that the land will be acquired. This 
notice prohibits the farmer from developing the land 
any further, though he can object and a hearing will be 
given (in Raigad district, a hearing is currently in 
progress). At this stage, the land owners can question 
the compensation value as well. The final stage com- 
mences after the hearing is completed. Here, the land 
acquisition notices are issued under Section 6 which in 
effect is the complete transfer of land to the govern- 
ment. If the farmer has any objection whatsoever at this 
point in time, the only recourse is the High Court 
where the issue can pertain to only enhanced com- 
pensation. Not surprisingly, this is a time-consuming 
process with, worryingly, no guarantee that the judg- 
ment will go the farmer’s way. 

Throw in a generous helping of power politics, 
and there’s little a farmer can do if the government 
wants his land. In Haryana, there has been clarity on 
how much the government will offer—though most 
farmers consider it inadequate—but that’s not quite the 
case in most other states. “In lieu of the land that will 
be acquired, we were promised Rs 23.65 lakh per 
acre along with a plot of land measuring around 500- 
1,000 square feet and a job to one member of the 
family,” says Singh of Nimana village. Singh is of 
course unhappy with that compensation, and claims to 
have conveyed his displeasure to Haryana Chief 
Minister Bhupinder Singh Hooda. 

The farmers in the north are not the only ones 
discontented with the reimbursement figures being 
flashed at them. In Raigad, for instance, the farmers put 
the value on a per acre basis at Rs 20 lakh while the 
government has placed it about Rs 1.35 lakh per acre. 
Whilst it would be tempting to accuse the villagers of 
harbouring outlandish expectations, the sheer difference 
between the two figures suggests there’s room for 
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bridging the gap. Meantime, Maharashtra Chief 
Minister Vilasrao Deshmukh recently told Br that “the 
issue as far as the acquisition of land is concerned is 
clearly between the farmers and the SEZ developers.” 

It’s not as if every Indian state is home to a mass of 
disgruntled farmers, In Tamil Nadu, which has close to 
45 sEZs—the bulk of them around Chennai—in various 
stages of development, the process of such infrastruc- 
ture-creation has been by and large smooth. The only 
exception is in Sriperumbudur, where farmers are be- 
ing cajoled into selling their land at throwaway prices 
with village brokers playing a key role. E. 
Subrahmanian, based in Pondhur village in 
Sriperumbudur district, is one such farmer who owns 
just under an acre. He is 78 years old with a blood pres- 
sure problem. *In Pondhur, there are 500 families 
out of which 200 are farmers. About 75 per cent of the 
farmers have sold their land," he shrugs. Subrahmanian 
himself will sell his holding and the proceeds will be dis- 
tributed among his children. The government is offering 
anywhere between Rs 1.75 lakh to Rs 3.75 lakh per 
acre though the farmer's demand is much more— 
they want Rs 40 lakh per acre. 

The government for its part has some good reasons 
for pushing SEZs, a fillip for manufacturing, exports and 
job-creation being just some of the benefits. The prob- 
lem is: Does it have to build these mini-cities on fertile 
agricultural land? In states like Maharashtra, wasteland 
may not be an option simply because there isn't much 
of it going around. In contrast, Gujarat has witnessed 
few controversies surrounding SEZ projects since it 
can fall back on acres of wasteland. The state has 
given the go-ahead to large industrial groups like 
Reliance and Essar to set up their SEZs. The Adani 
Group-promoted SEZ at Mundra is an instance of an SEZ 
being developed on wasteland. The sez will have some 
big projects like a power plant, a cement plant and an 
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SAPTARSHI BISWAS 


DAYANAND SINGH 


AYANAND SINGH IS AROUND 40 YEARS OF AGE AND OWNS 

seven acres of land in Bamrola village in Jhajjar dis- 
trict in Haryana. Singh recently sold one acre out of this 
to Reliance Industries for Rs 22 lakh. This was in spite of 
knowing that the prevailing land rates were much higher. 
"| know fully well that the land rates are going at about Rs 
50 lakh per acre. | had to, however, sell the land since | 
had to pay off a huge bank loan,” he explains. 

Singh has still not seen the money since the for- 
malities pertaining to the purchase agreement have still 
not been completed. “So far, | have only got a token 
amount and | have been told it will take about a month 
before | get the entire amount,” he says. It is not as if 
Singh wanted to sell the land which he has inherited from 
his forefathers. The land itself faced a problem of saline 
water, which made things quite difficult for farmers like 
him. “Like other farmers, we have managed and the yield 
has been fairly good,” he adds. 


edible oil plant over 10,000 hectares of land. The 
project will also have an airstrip. The port, which 
forms the crux of the SEZ, has four multi-purpose 
berths and another four coming up. The adjoining 
villages, which depend on agriculture as a primary 
source of livelihood, are cut off from the project, at least 
5- 6 km away. The land on which the SEZ will eventu- 
ally be housed has soil that apart from being uncul- 
tivable needs a fair amount of work before any kind of 
work can start on it. 

The farmers in Gujarat may be relatively un- 
touched by the sEZ mania, but their counterparts in 
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Gammon India Ltd 


Gammon India Ltd is one of the country's renowned construction companies. The 


company's expertise lies in mammoth construction works comprising bridges / flyovers, marine 


structures, cooling towers, etc. 


Reliable power supply at construction locations is vital for all projects that Gammon India 
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POWER. WHEN YOU NEED IT MOST 


Caterpillar provides Power Solutions for Critical Applications in Hotels & Resorts, 
Hospitals, Construction, Roads & Highways, Factories, 
Software Technology Parks, Offshore Oil Rigs, Labs and other businesses. 
Solutions range from 200 to 2000kVA. 


GMMCO Limited, Tel: 044-22342611 
6, G.S.T. Road, St. Thomas Mount Mobile: Subhashbabu +91 98408 22562 
Chennai - 600 016. subhashbabu@gmmcoindia.com 


TIL Limited, Tel: 033-24693732-6 
1, Taratolla Road, Garden Reach Mobile: Dipankar Biswas +91 98310 54577 
Kolkata - 700 024. db@tilindia.com 
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A. ADIKESAVAPILLAI 












- ADIKESAVAPILLAI HAS SPENT ALL THE 80 YEARS OF HIS LIFE IN PONDHUR. 

Even at this age, he does farming on his 10 acres and the heavy 
physical work has not taken its toil on him yet. The reason for this is 
simple—he loves his land and which is why he has not sold it even 
as he is witness to adjacent plots of land being taken away. _ 

There are a host of problems that Adikesavapillai has had 
to encounter. Finding the labour force has not been easy at all 
since the labourers prefer to engage themselves in construction 
work at the upcoming factories. The money is also better—they 
get Rs 120 per day against Rs 60 per day in the field. 
Adikesavapillai's only son has received some education like most 
others in Pondhur and has chosen to work in a company in the 
Ambattur Industrial Estate in Chennai, but has lost his job and 
come back to farm. The land means a lot to Adikesavapillai and 
it was thanks to this that he has been able to get his daughters 
married without too much of a bother. Like a lot of other 
farmers, Adikesavapillai could have chosen to sell his land when 
the brokers asked for a portion of it. Today, there is a fear that 
his land could also be acquired for building a bypass road that 
will link two highways. 


KESHAV RAJ 


G 


most parts of the rest of India aren’t that lucky. 
Even in a best case scenario, in which the farmer is 
well compensated for his land, he still needs to figure 
out what to do with that money. That’s why some 
farmers in Haryana are asking for, along with a fair 
value for their land, a secure job or an alternative 
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piece of land. “Once our land is acquired, we will 
move to some other place which has sweet water 
where we will buy land and continue farming. A 
farmer cannot do business,” says Raj Singh who is the 
sarpanch in Hari Nagar village in Gurgaon district. 
Clearly a middle-ground needs to be found, but 
that can only happen if state governments commu- 
nicate with the farmers, something many of them are 
not too enthusiastic about. Madhukar Thakur, an MLA 
in the Raigad district says: “The farmers are looking 
for stability in terms of cash and employment. I 
think the issue can be resolved if we sit with the farm- 
ers across the table,” he says. Transparency is also the 
need of the day, with explanations provided on 
how the land is valued. Sure, expectations in some 
rural sections may border on the unrealistic, and cor- 
porate observers wonder why farmers are holding 
on to such vast tracts of land when they don’t have 
the wherewithal to make all of it productive. Yet 
bulldozing their way into the rural heartland is 
hardly the solution for governments and corpo- 
rates ostensibly keen on progress. The govern- 
ments for their part have little problem in putting 
out the compensation numbers for land earmarked 
for SEZs but, as far as the farmers are concerned, 

price is one thing and value quite another. m 
ADDITIONAL REPORTING BY SHALEEN AGRAWAL, 
AMAN MALIK AND NITYA VARADARAJAN 


Voted the most trusted - 
real estate brand 


We, at Ansal API, think this award goes to you. Not only because you won us this award by voting us as your most trusted 
brand. But also for the trust which made you put your hard-earned money in our townships, group housing projects, plots, 


IT park and commercial spaces. You tried us, trusted us and now you have rewarded us. Nothing can be more gratifying. 
il: infofbansalapi.com. Visit us at wav ansalap. cam 


ANSAL PROPERTIES & INFRASTRUCTURE LTD., 115, Ansal Bhawal 
Reader's Digest and AC Мей Dey, 
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Together 


India Inc's tryst with joint ventures hasn't been encouraging, but there 
is always something to be learnt from them till they last. KRISHNA GOPALAN 





Will this tie-up last ог not? M&M': 
ft) with Renault's Сі 





JVs are Back in Fashion A list of recent joint ventures 


Tata Motors-Fiat ^ Mahindra-Renault Mahindra- Bharti for the Kalyani Group- Pantaloon 
The JV will A significant JV Renault-Nissan retail project Singapore Retail-Alpha 
manufacture cars simply because This three-way The group is currently in Technologies Kinetics Group 
from the Tata Motors #15 the first time that JV will have M&M talks with all the retail gi- The JV will design, The duo will set up 
and Fiat stables. an Indian partner as the single ants, including Wal-Mart engineer and manufacture duty-free shops at 
li Details with respect to will hold a majority largest shareholder. and Tesco. Once the high technology and Indira Gandhi 
| capital infusion and stake in a car JV. The The JV will partner is decided, there critical systems for Intemational Airport, 
technology transfer are project will manufacture future is certain to be a whole the Indian defence New Delhi 
still awaited manufacture the Logan Logan variants host of retail formats market 
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There are two dilemmas that rattle the human skull: 
How do you hang on to someone who won't stay? 
And how do you get rid of some who won't go? 


T WAS HOLLYWOOD DIRECTOR, PRODUCER AND 

actor Danny DeVito, in the role of a philander- 

ing divorce lawyer, who uttered those memorable 

lines in the classic film of the late eighties, The 

War of the Roses (directed by DeVito himself), a 
wicked black comedy about a bitter marriage, an 
impending property settlement that predictably turns 
ugly, and DeVito’s hilarious attempts at mediation. 
Now, dark humour may be an inappropriate back- 
drop for a buoyant India Inc, yet the relationship 
between the partners in marriage in TWOTR, and 
DeVito’s succinct reading of their quandary, in many 
ways mirror the discomfort between partners in a 
clutch of Indian joint ventures (JVs). Some allies want to 
pack up and leave, others are in a mood to dump 
their partner, and a few have succeeded at one of the 
two. At the same time, obviously unfazed by the bitter 
experiences of bedfellows who couldn't quite hit it 
off and the perilous nature of such collaborations 
themselves, a spate of Jvs has been announced by part- 
ners driven by their own conveniences. 

Three recent, high-profile jvs that seem to have all the 
trappings of a bitter marriage are Britannia Industries, in 
which the Wadia group and Groupe Danone of France 
are equal partners; Hutchison-Essar, the partnership 
between the Hong Kong-headquartered conglomerate 
and the Ruias; and HDFC-Chubb, an insurance Jv in 
which the partners appear to have different strategic vi- 
sions. Nusli Wadia, Chairman, Britannia, and Danone are 
at loggerheads over the Indian partner's apparent refusal 
to part with financial information as well as disputes on 
royalty arising from the usage of established brands 
like “Tiger” and “Little Hearts.” The Hutch-Essar Jv, in 
which the foreign partner holds 67 per cent and the Ruias 
the rest, has transformed into a legal slugfest, with the 
Mumbai operations of BPL Mobile (a company Essar ac- 
quired on its own) in the eye of a storm. Those in- 
volved in the Jv, which is spread over 16 circles and with 
a subscriber base in excess of 20 million, acknowledge 
“it’s going to be a long-drawn battle, and none of the 
partners is willing to relent. It’s not just about BPL but goes 
back a long time.” In the process, the opportunity for an 
initial public offering (РО) for a company said to be val- 
ued at roughly $9 billion (Rs 40,500 crore) has been lost, 
prompting even Canning Fok, Managing Director, 
Hutchison Whampoa to mutter to the English media that 
“the time (for an IPO) has gone now.” In the HDFC- 
Chubb case, it is gathered that Chubb wants to go 
about the insurance business in a fairly conservative 
manner while HDFC is keen on being among the top three 


BHASKAR PAUL 





This could be a case where a foreign player таре 4 
in many key markets and India is necessary to complete the — 
story. Insurance here is a relevant example where large 
players like Prudential and Standard Life are large global 
players. For the Indian partner, it is a big opportunity to 
participate in this story 


up. Insurance, which for a long time was closed to foreign 
investment, today allows upto a 26 per cent equity 
participation. This has seen a flow of foreign players with 
players like Bajaj and ICICI being the Indian partners 


This includes sectors like heavy-engineering that require 
large amounts of capital apart from technological expertise. 
editos vie MN EEE rici 
be equally shared 


Here, a sector like the legal business could serve as an 
example. Though there is no clear-cut law on the entry 
of foreign law firms, the intellectual advantage at both 
ends is hard to ignore 


players in the game. “Obviously, there is a clash of ide- 
ologies and culture," says a source (the company has 
declined to comment officially). Although there has 
not been a formal announcement on a break-up yet, it is 
clear that HDFC may just have to acquire Chubb's 26 per 
cent holding or get in a new partner. 

Observers from the outside reckon that the hiccups 
being displayed at such Jvs are symptomatic of a larger 
malaise. At a time when the Indian economy is ticking 
swimmingly on the back of rollicking consumption-led 
growth, the stakes are getting higher in high-growth 
consumer and services-led sectors like foods, telecom 
and insurance. Partners may be now seeing the benefits 
of going it alone, and picking at trivial disputes might 
be one way to rock the boat and hope that somebody 
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This is normally a case when a highly regulated sector opens — 
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Division bells: Tata-Birla partnership in Idea Cellular 
landed up on the rocks 


JVs that Fell Apart 


1 


eventually falls off it. It may be unfair to tar the Wadia- 
Danone, the Hutch-Essar Jvs and the Hprc-Chubb 
alliances with such a sweeping brush, but India's track 
record at JVs isn't exactly flattering (for the record 
Danone maintains it has been working together with the 
Wadia group successfully for the last 15 years. *We 
value the input of all our local partners. We respect the 
opinion of the independent board members who con- 
stitute the Audit Committee at Britannia and their 
interpretation of the Indian laws and regulations," is 
how a Danone e-mail response to BT goes). 

To be sure, right from the Godrej-Procter & 
Gamble joint venture that came apart in 1996 to the 
more recent Tata-Birla partnership in Idea Cellular 
(see Jvs that Fell Apart) Indian promoters have walked 
a thin line between control and losing it. “I think JVs last 
only for short periods of time. The reason for get- 
ting into a JV is that you are looking for an advantage 
that you do not possess," explains Godrej Group 
Chairman Adi Godrej. Over the past decade, Godrej 
was involved іп two significant Јуѕ—опе with GE for 
home appliances and the other with P&G for soaps. Both 
the Jvs didn't last, yet Godrej has few regrets. “In the 


Joint Venture Details on equity Why they broke up 
PAL-Peugeot PAL and Peugeot held 32 per cent each with the rest being Violation of non-compete clause by the Indian partner. It 
held by financial institutions and public subsequently became a legal issue. The company finally shut its 
operations in 1997 
Idea Cellular The AV Birla Group held just over 50 per cent while the Tatas The Birla contention was that the Tatas were providing wireless 


[| had a little over 48 per cent 


Ford-Mahindra This was a 50:50 JV 


services in the same circles on their own through Tata Teleservices 
Eventually, the Birlas bought over the Tatas’ holding 

Mahindra was not very keen on hiking its investment in the JV. It 
was keen on shifting its focus to the SUV category. Finally, Ford 
bought out the Indian partner's holding 


Telco-Daimler Benz Tata Motors held 49 per cent with the foreign partner holding Telco was keen on shifting its focus to the Indica. They finally sold 


the balance 51 per cent 


their holding to the foreign partner 


Kotak-Goldman Sachs Goldman held a 25 per cent stake in two Kotak companies Goldman wanted to be on its own in India and was keen on 


Kotak Mahindra Capital Company and Kotak Securities 


becoming a big player in the M&A space and research. The 
holding was sold to the two Kotak companies 


TVS-Suzuki Both the partners had a 26 per cent stake each. The rest was It is said that there were some differences between the partners. 


k held by financial institutions and the public 


Godrej Soaps-P&G ^ This was a 50:50 JV 


Besides, TVS produced Victor on its own which was a success. 
Suzuki's holding was eventually bought by the Indian partner 
P&G wanted to be on its own and so did Godrej. At the end of it, 


the JV was dissolved 
Godrej-GE Appliances This was а 50:50 JV The offtake of a category like refrigerators was not that high and 
GE decided to sell its holding to the Godrej Group. 
LML-Piaggio Both the partners had a 23.6 per cent stake each. The rest This JV had a bitter spat and Piaggio sold its holding to LML. 


was held by financial institutions and the public 


Now, Piaggio has floated a separate company to manufacture 
three wheelers 


ي 
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Y INDIA'S FIRST 100% MAINTENANCE-FREE, HIGH PERFORMANCE SUIT 
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Available at Park Avenue Exclusive Stores in Agra [Pacific Mal pening t Ahmedabad 
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Catch the 4 amazing videos, including 'Ey Shamaa' 
on all leading music channels 


WatchAnaidaon | . '- Zee Music 





More on Anaida on Bollywood Tonight, 
Cinemascope & Weekend Countdown — Zee Music 
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(L to R) Essar's Shashi Ruia and Ravi Ruia and Nusli Wadia 


Why JVs Fail 


CHANGE Fora foreign partner, itis possible that India ceases 
^ OF STRATEGY to bea priority market. This happened in the case of 
224 ` Bell Canada when the company decided that Asia as а 
COLE market was not strategic. Following this decision, it 
xr sold its stake in Tata Cellular to the Indian promoters 


Often, this is beyond the control of the partners. This. 
could work against the JV when either the limit on FDI 
has not been hiked in time or if it has been reduced. 
Insurance has been a sector where the 26 per cent FDI 
limit for sometime now has not gone down too well with 
the foreign partners 

THEJ DOING Ifthe JV is on a very good wicket, one of the partners 
VERY WELL becomes very keen on increasing its holding which is 
not acceptable to the other partner. Suddenly, a 
scenario like a 50:50 JV becomes hard to manage 


THE PARTNERS Sometimes having a partner can hamper growth 
DECIDETO prospects. In the case of Tata Telecom, the Tatas 
GO IT ALONE decided to sell their holding to the other partner, Avaya 
Inc. It worked well for both the partners who felt that 
they would be better off on their own 


itis very important that the ground rules are laid down 
"TRANSPARENCY — well in advance. If information is withheld, it can cause 
| considerable levels of mistrust among partners. This 
can have very serious consequences. The recent case 
~ ofthe Hutchison-Essar JV is one where the lack of 
transparency has been one of the key reasons for the 
É current state of affairs. 
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case of the Jv with P&G, both of us realised that we were 
better off on our own. From our perspective, we had 
the experience of working with an MNC while for 
them it was about the need to have a presence in 
India,” he recalls. 

Another promoter, who has had his share of learn- 
ings via JVs, is B.K. Modi, who over the years struck 
partnerships with global majors. like Xerox, Alcatel, 
Motorola and Olivetti, only to bid goodbye to them 
some years down the line. Today, Modi’s cellular play 
Spice Communications, where he is the Chairman, 


has had partners like Australia’s Telstra and Distacom in 
the past. The latest affiliate is Telekom Malaysia, which 
has picked up 49 per cent in Spice. But Modi today is sit- 
ting pretty. Or at least that’s what he says. “I will call the 
shots, even once we go public, after which I will retain 
a majority holding," he explains. Clearly, Modi has 
realised that equal stakes ventures—as in those with 
Xerox and Alcatel in the past—don't go very far. 

Sharing the same objectives right from the start is 
vital in making a Jv work. Consider, for instance, the tie- 
up between Bajaj Electricals and Black & Decker of the 
us, which was a 50:50 Jv. One reason it didn't last is, as 
Shekhar Bajaj, Chairman & Managing Director, Bajaj 
Electricals, points out, *The us way of thinking is 
about high margins while in India, we are looking for 
a high turnover with low margins." Bajaj adds that an 
ideal way to go about a Ју would be to begin with a 
licensing agreement, and then gradually extend the 
scope of the relationship. 

It's not as if all jvs are destined for disaster; if 
they're well-thought out for the long term, they can 
prove to be a win-win equation for both sides. "At a 
group level, we look for complementarity and mutual 
benefits," explains Kishor Chaukar, Managing Director, 
Tata Industries. The Tatas have AIG as a partner for the 
insurance businesses since the foreign partner can 
bring in its expertise even though its holding cannot 
exceed 26 per cent today. The Tatas have also looked 
at JVs as an entry strategy into overseas markets. 
Example: VSNL in South Africa. “Factors like regulations, 
how much a market has opened up and the relationship 
between two countries are considered while deciding on 
a JV,” adds Chaukar. Recently, Tata Motors announced 
a 50:50 jv with Fiat of Italy to sell Fiat cars through 
Tata dealers. Partners in Indian auto JVs in the past 
haven't emerged smelling of roses, with equity alliances 
between Mahindra and Ford, Daimler Benz and Tata 
Motors, Suzuki and Tvs, Piaggio and LML and PAL and 
Peugeot being some relationships that didn't endure. 

Yet, there are always lessons to be picked up from 
a JV, no matter how long they last. “If you ask me today 
if I would go about the jv with P&G in the same man- 
ner, the answer will be an emphatic yes," adds Godrej. 
Perhaps some of that experience is reflected in Godrej 
Consumer Products, which is today growing smartly in 
the fast-moving consumer goods sector. Kishore Biyani, 
CEO, Future Group, is counting heavily оп ууз. He has 
one for insurance, with Assicurazioni Generali Group 
for life and non-life insurance, and another for duty-free 
shops at Delhi airport with the UK-based Alpha Airports 
Group Plc. *My partners have a good knowledge of 
their business. Someone like Generali is a 175-year-old 
company. We bring to the table our knowledge of the 
Indian consumer...True partnerships always last." ш 
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New 





In a bid to become a global player, 
the UTV boss is stepping up film 
production and distribution, striking 
deals with foreign producers and 
distributors, roping in a broadcast 
major to launch a slew of channels 
and acquiring gaming companies. 
The idea: Up revenues from Rs 200 


ARCHNA SHUKLA 


UST FOUR MONTHS AFTER HE SOLD HIS SUCCESSFUL 

teenager-focussed entertainment channel, 

Hungama TV, to Walt Disney for Rs 135 crore, 

Ronnie Screwvala is already onto his next big 

venture: a 24X7 Hindi general entertainment 
channel that will target India's post-teen youth mar- 
ket straddling an age band of 18-25. “The youth 
comprise 25-30 per cent of television viewership," says 
the 50-year-old CEO and Managing Director of UTV 
Software Communications, *but there's no dedicated 
holistic entertainment zone, beyond music and sports, 
for them as yet." That's the vacant slot Screwvala 
wants to fill with his yet unnamed new venture, first 
with a Hindi channel which will be followed by ones 
in English and other Indian languages. 
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We won't blame you for getting a sense of déjà vu if 
you do. Three years ago, Screwvala sold Vijay Tv, a gen- 
eral entertainment Tamil channel that he had acquired 
in 1999. He'd paid ub Group's Vijay Mallya Rs 12 
crore for the channel and then, sold it to Newscorp's STAR 
for Rs 85 crore in 2003. In double-quick time after that, 
Screwvala launched Hungama rv, which he's just sold. 

But Screwvala is more than a serial media entre- 
preneur. He's one of the few pioneers who spotted the 
potential of the television medium in India as early as 
the 1980s. In 1981, Screwvala launched a three-hour 
video channel that began showing movies cabled into 
a clutch of apartments in south Mumbai's affluent 
Cuffe Parade area. Cable TV was a novel idea then and 
Screwvala was clearly a first-mover getting into it 


UTV MOTION PICTURES 





PHOTOGRAPHS BY UMESH GOSWAMI 


nearly a decade before others. 

There hasn’t been any looking back. By the late 
1980s, Screwvala had moved into the back end of Tv- 
producing content (then mainly for Doordarshan) as well 
as selling airtime and syndicated programming. Soon 
UTV, which he founded in 1990, was making content for 
the then fledgling cable and satellite ту and landed a 
breathtaking 520-episode contract from Zee Telefilms. 

Sixteen years later, Screwvala and his team are 
scripting UTV’s biggest story ever. “In three years’ 
time,” he says, “we want UTV to be a Rs 1,000-crore 
venture with 35 per cent of the revenue coming from 
global markets." A tall ambition? After all, urv's 
turnover in 2005-06 was only Rs 208 crore, and in the 
past decade, revenues have never grown more than 


PRESENTS 


UTV does everything from studio-style 
productions to domestic and international 
distribution. It also markets movies, is into 
home entertainment, and is now looking at 
co-production with international producers 





: Does everything from content 
creation to dubbing to post-production work 
Is also into airtime selling and syndication. 


In 1999, UTV had acquired 
Vijay TV for Rs 12 crore, but sold it to 
STAR TV three years later for Rs 85 crore 
Then, launched Hungama TV, a channel for 
teens, in 2004 but sold it in July this year to 
Disney for Rs 135 crore. Is planning a return 
in association with a global broadcaster 


Has a presence in animation and 
gaming. For animation, has a studio with 225 
seats that produces 150 minutes of animation 
every month; order book worth Rs 99 crore 
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UTV's D'mello: Scripting future growth 


15-18 per cent. Achieving Screwvala's ambition would 
require growing at a compound annual rate of 25 per 
cent. Is that really doable? 


New Plot, New Script 

First, a quick glance backwards. When urv Software 
began, its sole business was television content produc- 
tion. Then, over the next 10 years, the company exp- 
anded into new segments, like airtime sales for different 
broadcasters and post-production and dubbing facilities 
for other content producers. Then came Vijay TV, its first 
broadcasting venture. *We always wanted to be in the 
broadcast business because it was the logical extension 
of TV content production but we decided against getting 
into the mainstream broadcasting because that would 
bring us into a direct conflict with our clients," says 
Screwvala. Vijay TV, thus, seemed the right choice be- 
cause it was in an uncontested market. 

Along with broadcasting, Screwvala slowly ven- 
tured into a bigger arena—film production and ani- 
mation. Meanwhile, after selling Vijay Tv in 2003, 
UTV ventured back into broadcasting with Hungama TV, 
India's first home-grown channel for teenagers. That's 
history as now, a third foray into broadcasting beckons 
Screwvala, who is one the few Indian entrepreneurs to 
build a business that spans the gamut of media and en- 
tertainment business. Says Sameer Nair, CEO, STAR 
Entertainment (which is also a major UTV customer): 
“ту has successfully established a fully integrated me- 
dia and entertainment business within a span of 15 
years, while most of its contemporaries have not been 
able to innovate beyond Tv content production." 

To power future growth, Оту has divided its busi- 
nesses into four verticals: TV content production, airtime 
sales, syndication and post-production; film production, 
international co-production, marketing and distribution; 
broadcasting; and, lastly, new media, which includes ani- 
mation, gaming, mobile and internet properties. “We 
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FUTURE PLANS 


To hit Rs 1,000 crore in revenues, UTV plans to 
step on the gas on all fronts. ТА $4 


FILMS: Plans a slew of films to ensure a minimum : 
of one movie a month. The pipeline for 2007-08: 
Akbar Jodai (cost: Rs 30 crore), Blue Umbrella. (RS 
2.5 crore), Hatrick (Rs 9 crore), Barish ( n5 
crore), Metro (Rs 7 crore). Will foray into regional - 
films next year, besides intemational movies P 
produced with Fox and Will Smith. Two of those wil 
be Namesake (Rs 45 crore) and / Love My Wife - 
(Rs 63 crore). 


TV CONTENT AND ALLIED BUSINESS: Chums out 29 
hours of programming per week with top broad- 
casters across the country | like STAR, Sony, Zee, Sun 
TV, Discovery, BBC; airtime sale contracts wn 
Sun TV, Gemini, Surya, Udaya, Doordarshan. _ 9 


BROADCAST: A slew of channels for the youth, in 


Tu 


Hindi, English and regional languages, planned. 


NEW MEDIA: Animation (co-production and out- 
sourcing projects with leading players like Porchlight | 
Entertainment, BKN, Mike Young, Freej and Рох), - 
plans to acquire two gaming companies and. to 
launch web properties. E 





Diversifying the Pie 
Today and morrow. How the revenues wil flow: A 


a 











Figures in per cent 


expect all these four verticals to contribute equally to 
our topline by 2009,” says Ronald D’mello, coo, urv. 

Those verticals could be the key to achieving UTV’s 
goal of touching Rs 1,000 crore in the next three 
years. According to an Ernst & Young report, the 
media and entertainment business, currently pegged at 
Rs 35,000 crore, is expected to grow over 18 per 
cent annually over the next four years. The biggest driv- 
ers of this growth will be Tv, films, animation and 
gaming, which happen to be the four pillars of urv's fut- 
ure growth strategy. Between 2006 and 2009, the 
period in which Urv expects its revenues to grow 
three times, the broadcast industry is expected to grow 
17 per cent annually to around Rs 29,000 crore, films 
18 per cent to Rs 10,000 crore, animation 30 per 
cent to Rs 8,000 crore and gaming is likely to grow 40 
per cent to Rs 1,000 crore. “Companies like urv, with 
strong backward and forward integration, are likely to 
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benefit the most from the future growth in the sector,” 
says Farokh Balsara, Industry Leader (Media and 
Entertainment Practice), Ernst & Young. 





Content Pioneers 
Television content is the oldest of Urv's businesses. “We 
pioneered most of the current formats, like quiz shows, 
chat shows, kids programming, thrillers and comedy on 
TV," says Zarina Mehta, СОО, UTV, and Screwvala's wife. 
It was UTV that introduced the concept of daily after- 
noon shows targeting stay-at-home housewives with the 
800-episode soap Shanti in 1992. Today, UTV pro- 
duces more than 29 hours of programming a week for 
most of the top channels. But rival Balaji Telefilms, 
which entered content production much after UTV, 
produces some 40-45 hours of programming a week 
and is a better paid production company than иту. But 
Balaji's success is mainly driven by three-of its proper- 
ties, the K-serials, which in turn, rode the success of 
Kaun Banega Crorepati, the Indian version of Who 
Wants to be a Millionaire? “urv’s portfolio is much 
more diversified in terms of formats and the chan- 
-. nels it rides on and hence, has a better growth 
prospect,” says a Mumbai-based equity analyst. 
: In movies too, UTV is credited with pioneering the 
concept of the studio model, integrating production and 
distribution. Its recent big hits with medium-sized budg- 
ets of around Rs 20-40 crore include Chalte Chalte, Fiza, 
Lakshya, Rang De Basanti and Don. Today, it has the 
largest domestic and global distribution network that 
reaches some 14,000 screens. in India and around 
— 50,000 screens in global markets including the Us, UK, 
Canada and Mauritius. "We've modelled our produc- 
tion business in a way that we have at least one movie 
releasing every month," says Screwvala. 

For the next two years, UTV's plate will be full with 
projects involving leading directors like Rakeysh Mehra 
(of Rang De Basanti fame), Vishal Bharadwaj, Madhur 
Bhandarkar, Prakash Jha and Ashutosh Gowarikar (who 
made the blockbuster, Lagaan). What enthuses Screwvala 
the most, however, is his international co-production proj- 
ects. He is already working with Hollywood’s Will 
Smith and 20th Century Fox for two movies, I Think I 
Love My Wife (Rs 63 crore) and The Namesake (Rs 45 
crore). Over the next couple of years, this vertical alone 
could rake in Rs 450 crore for ОТУ. In animation too, 
UTV was an early entrant and has its own state-of-the- 
art studio in Mumbai with an order book of around $22 
million (Rs 99 crore) from leading global players. 

As.for UTV’s new channels, the potential seems big. 
Says Sunder Raman, Managing Director, Mindshare: “It 
сап be a lucrative opportunity because the size of adv- 
ertising targeted at the 18-25 years viewers is in excess of 
Rs 2,000 crore." In addition, Screwvala is eyeing opp- 
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1981: Launches cable network. - ) 
| 1986: Sells it off to а South-based group. 


1986-89: Moves into TV content production (mainly 
| for Doordarshan) and airtime sale and syndication. 


1990: UTV is incorporated. 

















ll satellite TV; Gets a 520-episode contract from Zee. 
| 1995; NewsCorp invests $5 million; first-ever foreign 
investment in media in India. 
1996: Warburg Pincus invests . 
$5 million; its first investment in 
| India and first media investment in Asia.. 
1997-98: Launches post-production and animation 
facilities. 

1999: Acquires Vijay TV for Rs 12 crore. 
2001: Forays into film production and 
distribution. 














2003: Sells Vijay TV to STAR for Rs 85 crore. 





2005: UTV raises around Rs 60 crore through IPO, 
and gets listed on the BSE. 

2006: Hungama sold to Disney for Rs 135 crore; the 
latter also picks up.a 14.9 per cent stake in UTV; total 


launch of India's first-ever general entertainment 
* channel for youth in Hindi; 


ortunities in new media like gaming and mobile content 
and is likely to announce two big acquisitions soon. 

уту? upside clearly is a fully integrated business 
model—involving content creation, distribution and 
broadcasting—but what are its downside? People could 
be one. Two years ago, Hungama ту faced a crisis 
when its CEO and other key managers abruptly left the 
company. And although Screwvala's former employees 
swear by his creative and innovative skills, they feel 
that his company doesn't give people enough room to 
grow. "They have their own people manning the top po- 
sitions. There are very. few professionals at the top,” says 
a former employee. Of course, there are those who 
don’t share that view. Says Siddharth Kapur Roy, Senior 
vp (Marketing): “I moved to UTV from STAR more than a 
year ago and I find the company and team a perfect 
breeding ground for talent.” Overall, ОТУ seems to have 
got a winning script for success. And the chances of its 
show being a hit seem more than a failure. Ш 


| 1992: Forays into content production for cable and ` 









2004: Breaks into mainstream broad- 
casting with the launch of Hungama TV; .:: 
also begins international film distribution. 


deal size pegged at around Rs 200 crore; Plans . 
























STRID LOBO DIDN'T KNOW HOW TO REACT 
when Vijay C. Advani, President of 
Templeton Asset Management (India) 
Ltd, offered her a job on a paper napkin in 
South Mumbai’s plush Oberoi Hotel way 
back in 1995. At that time Advani, who had just 
chucked up a cushy job at the World Bank, Wash- 
ington, where he worked for 11 years, was without an 
` office, and without any people. Leaving his family 


Advani operated temporarily out of a Mumbai hotel, as 
. .he went about the challenging mandate of developing 
. and executing Templeton's India strategy from scratch. 
© Lobo, who was working with multinational pharma- 
“ceutical major Glaxo, hesitatingly, and after much 
convincing, agreed to be Advani's first-—and Templeton 
` India's second—recruit. “I remember the time when I 
.` used to single-handedly work as the operator, cus- 
^ tomer service executive and office boy,” reminisces 
Advani over phone from the Franklin Templeton 


Templeton was up and running in India, with a maiden 
scheme that mobilised Rs.50 crore. ` 
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How they went on to manage multi- billion 
dollar worth of assets on the 
after laying the foundation for the Indian. 
mutual fund industry. ANAND ADHIKARI - 


: (which included three young daughters) back in the US, 


headquarters in San Mateo, California. In six months, ` 


global st ds 


Around the same time in the mid-nineties, another 
Indian landed home, lock, stock and family, after 
spending nearly a ‘decade i in New York at Bankers 
Trust (à consortium of banks that had invested in a trust 
company, which was eventually taken over by Deutsche 
Bank in 1998). His name: Ajai Kaul. His new role: CEO 
and Country Manager, Alliance Capital Asset Manag- 
ement (India) Ltd, which had just set up shop in the 
country. “There was plenty of excitement about India 
those days as the liberalisation process was beginning 
to gather steam,” recollects Kaul, speaking to aT from 
Singapore. That period is clearly unforgettable, not just 
for Kaul but perhaps his wife too—on their wedding an- 
niversary, he did succeed in taking her out for dinner; 
but it ended pretty fast as Kaul had to spend the night 
at a printing press, poring over details of an Alliance '95 
scheme and proof-reading the application form. His 
family was stationed іп a south Mumbai hotel for 
nearly eight months, although Kaul would have ended 
up spending more time at his office in a business cen- 
tre. But there are few regrets. “The India assignment 
was something I had never done before, and the entire 
exposure was on à much larger scale,” says Kaul, who 





Chief Executive 
Prudential Corporation Asia, Hong Kong 


: Hong Kong, Singapore, 
Japan, Taiwan, South Korea, India, Malaysia, China 
and Vietnam 


$50 billion 


lv : Asset management, life insur- 
ance and pension funds for both retail as well as 
institutional clients 


: Single-handedly built 
Prudential's Asia business, covering nine countries 


: Head of Prudential ICICI AMC between 
1998 and 2000. He was earlier with ITC Thread 
Needle Asset Management 


also did a chartered financial analyst program: 
from Virginia while working for Bankers Trust 
Within 90 days in India, Kaul launched All 
first scheme, which garnered Rs 70 crore. 

Keenly tracking the progress of Advani and Kat 
in the fledgling mutual fund space from Ground Zet 


was St Stephen’s ind ШМ-А graduate Ajay Srinivasar 


After honing his skills at rTC's treasury and dk 
opment financial institution ict Ltd, Srinivasat 
went on to head Prudential ICICI Asset Managen 
in 1998, a joint venture berween Prudential Pk 
the UK and ICICI. In just two years, Srinivasan found 


himself propelled into another league, elevated 
head of Prudential's Asian business. 

It's from here that this tale begins to gati 
steam—a tale of three money managers who, aft 
nurturing a fledgling Indian mutual fund 
went on to take charge of global outposts and, in t 
process, manage billions of dollars of investor mor 
in countries right from Singapore to Japan to th 
Consider: As Executive Managing Director, Frankli 
Templeton Investments, Advani is responsible for not 
only the firm's global retail strategy and initiati 
but also alternative asset classes, including hedg 
funds, private equity funds and fund of fund 
Advani is in charge of $360 billion of investibk 
money, which is 4.5 times the size of th« 
Indian mutual funds industry. Kaul manages th« 
mutual fund teams of Alliance Bernstein (that 
what it's known as now) in Asian markets like Hong 
Kong, Singapore and Taiwan, and along with thi 
funds that could be in the vicinity of $200 ЫШ 
(Alliance Bernstein doesn't provide a region-wi 
break-up of funds under management). And then 
there's Srinivasan, overseeing Prudential's fast-grow 
ing Asian mutual fund portfolio and life insurance 
funds. He's also responsible for developing Prud 
ential's pension business in Asia. In all, Srinivasat 
in charge of nine regions, and a little over $50 billior 

When Srinivasan left for Hong Kong in Januar 
2001, he left behind a mutual fund with asset 


under management (AUM) of Rs 4,800 crore, mà 


ing Pru-icict the largest private sector fund, and s 

ond-largest to the state-owned UTI. Advani wasn't fai 
behind with Templeton, boasting an AUM of Rs 
4.000 crore by the time he left India in 1999 
Alliance Asset Management had an AUM of Rs 800 


crore when Kaul relocated to Singapore. 


Clearly, it's no coincide 





tlemen whose career grapl 
Indian mutual funds ind 
erable positions of power и 
fund penetration and awareness are high. For, the 


evolution of the domestic sector provided thes 
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fund managers opportunities to innovate, experiment, 
even learn via failure and, in the bargain, earn their 
spurs. Mutual funds in the mid-nineties was an alien as- 
set class for most in India—even for Kaul, who looked 
after fixed-income securities at Bankers Trust. 
Srinivasan, for his part, used to handle rrC's in-house in- 
vestment portfolio and project management at ICICI. 
“Our business model was woven around offering 
world class service and highly ethical standards. In 
fact, we went beyond average regulations,” says Advani. 
Templeton AMC started by launching Templeton India 
Growth Fund, a diversified equity fund. Under Advani's 
stewardship, Templeton was the first to try out inno- 
vative products like a floating rate scheme and princi- 
pal-protection structured products. “We were the first 
to promote systematic investment plans (siPs)," adds 
Advani. Kaul, who was also armed with an MBA from 
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Vijay C. Advani, 


Executive Vice President, Global Advisor Services, & 
Executive Managing Director, Franklin Templeton 
Investments, US 


COUNTRIES IN CHARGE OF: Worldwide responsibilities 
ASSETS UNDER MANAGEMENT: $360 billion 


INVESTMENT COVERAGE: Mutual funds and pension 
plans for both retail and institutional clients 


BIGGEST ACHIEVEMENT: Elevation from Templeton 
India head to a top global position 


INDIA STINT: President, Templeton Asset 
Management (India) Ltd between 1995 and 1999 


New York University, remembers launching the concept 
of gift-a-mutual-fund-scheme, which bombed. But for 
every disaster, there are a number of firsts that clicked. 
“We were the first fund in the country to make quar- 
terly disclosures of entire portfolios to the public at 
large,” points out Kaul. The practice those days was to 
disclose only the top 10 holdings. Investment strategies 
were well thought out, keeping in mind the nascent 
nature of the business. Kaul, for instance, believed in 
having a small basket of performing funds. That’s 
why Alliance had a dozen schemes when he left India. 
“The idea was to have a few building blocks and con- 
solidate,” says Kaul. 

The move overseas was seamless. Srinivasan, a 
strict vegetarian, made a move to Hong Kong in 
December 2000 as regional head of Prudential. “The 
difference was really about culture and regulation. 
Each market has its own regulatory framework,” says 
Srinivasan. Advani relocated to Singapore around the 
same time as Regional Managing Director, Product 
Development, Sales & Marketing for Asia, Eastern 
Europe and Africa. In his three years in Singapore, 
Advani launched the mutual fund business for 
Templeton in South Korea and also explored countries 
like Hong Kong, Australia and Singapore. Kaul too can 
take credit for growing Alliance’s retail portfolio in 
Singapore, Hong Kong and Taiwan. “Asia was a young 
business (for us), and growing rapidly,” says Kaul. 

For Srinivasan, Prudential’s adventure out of 
the UK coincided with his own out of India. India 
was the first stop for Prudential. Once Srinivasan 
took charge of the Asian business, the UK fund 
house bought out operations in Taiwan and Korea, 


The career graphs of Advani, Kaul and Srinivasan took off along with the 
Indian MF industry, which provided them opportunities to innovate and experiment 
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Ajai M. Kaul, 


Managing Director, 

Alliance Bernstein (Singapore) Ltd 

COUNTRIES IN CHARGE OF: Singapore, Hong Kong, 
Taiwan and Korea 

ASSETS UNDER MANAGEMENT: Not disclosed 
(non-US funds are about $208 billion) 
INVESTMENT COVERAGE: Asset management for 
both retail as well as institutional clients 
BIGGEST ACHIEVEMENT: Set up Alliance’s retail 
business in Asia 

INDIA STINT: CEO and Country Manager, Alliance 
Capital Asset Management (India) Ltd, 
between 1994 and 2000 





whilst in other countries, Srinivasan himself was in- 
strumental in starting up greenfield ventures. Today, 
Prudential is a Top 10 mutual fund player in 
Taiwan, and #4 in Malaysia and Singapore. 
Srinivasan also launched Japan’s first India fund way 
back in 2003. Srinivasan saw an opportunity when 
a lot of China funds (totalling $7-8 billion) were in 
the Japanese market. 

Advani spends most of his time in markets like 
Germany, Italy, the uk—and India, some of Temp- 
leton’s faster growing markets. “We probably have the 
most dense global footprint in the world,” says 
Advani. Franklin Templeton has a presence in close 
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WARD 


.And Some Strayed Into the 
Hurly- Burly Of Hedge Funds 


FTER WORKING FOR A LITTLE OVER А DECADE AS HEAD OF. 

Morgan Stanley's Asian business, Singapore-based 
Ashutosh Sinha left behind a $10-billion investment 
portfolio to plunge head first into the turbulent world of tt 
$1-trillion hedge fund industry. In early. 2006, Sinha, 
along with younger brother Manish, launched the Asia- 
focussed Amoeba Capital Partners, a $50 million long and 
short hedge fund. | 

Sinha, who earlier worked in SBI Mutual Fund, is 
amongst the many homegrown money managers trying their 
hand in the global hedge funds industry, known for its high 
risks and high rewards. Sinha flagged off his global career 
in asset management with Morgan Stanley around the same 
time Srinivasan, Kaul and Advani moved out of India. 

Sinha isn’t the only MF honcho to be seduced by 
the high-stakes hedge funds universe. Samir Arora, an- 
other whiz with a decade of experience and who was 
handling the Asian business of Alliance Capital, 
launched an India-specific hedge fund early this year. . 
Indeed, hedge funds are attracting more and more ex- 
ecutives from Indian financial services. Pratik Sharma 
and Rahul Saraogi are two fund managers running 
Atyant Capital India, a- hedge fund exploring the op- 
portunities, especially in the Indian market place. 
And there's Raj Mishra, Managing Partner, Indea 
Capital, who has been in the hedge fund industry for 
a relatively long time. Many more will follow—when 
the going is good. i 





to 100 countries, with some 16,000 people working 
worldwide. The big question, today, is: Will the ac- 
tion in India lure these specialist money managers 


. back to the country? Needless to say, India is always 


on their radar. “India is a huge consumer story. Not 
many economies in the Asian region can boast of such 
a huge market,” gushes Srinivasan. “There is huge 
potential in India. Just look at the money locked in 
co-operative banks and post offices,” adds Advani. 
The Indian mutual fund industry is still massively 
under-penetrated (under 5 per cent, as against 16 per 
cent in Europe). And then there are other financial 
services sectors like private equity, insurance, and real 
estate that are only just beginning to explode. 
“Retirement as a theme has a huge opportunity as the 
state would not be able to handle the pension bills," 
says Srinivasan. If any of these gentlemen come to 
India, you can be sure that a retired life would be the 
last thing on their minds. m 
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Baba Kalyani's 


The Kalyani Group has several relatively small unlisted companies that have 
huge value locked up in them. MAHESH NAYAK 


SWAMI 


UMESH GO 











ENTION BABA KALYANI 
and the first (and in 
many cases, only) 
company that comes 
to mind is Bharat 
Forge, and for very good reasons, too. 
It is his flagship, accounts for almost 50 
per cent of the group’s turnover, and 
is the second-largest forgings com- 
pany in the world. But the Kalyani 
Group also has four other listed com- 
panies—Kalyani Steels, Automotive 
Axles, Hikal and BF Utilities—with a 
combined turnover of Rs 1,500 crore 
and combined net profit of over Rs 
175 crore. That’s not all. The group’s 
nine unlisted companies clock com- 
-bined sales of Rs 1,796.3 crore and 
profits of Rs 143 crore (see The New 
Wealth Creators). Bharat Forge remains 
the fulcrum of the group’s fortunes, 
but it is the smaller companies that are 
driving Kalyani’s ambitions in the 
steel, auto ancillary and software and 
BPO sectors. Says Ambareesh Baliga, 
Vice President, Karvy Stockbroking: 
“The group is incubating these com- 
panies. Most of them will create value 
once they become scalable.” 
Kalyani’s betting big on steel. 
Kalyani Steels, a listed company, 
recently acquired the Andhra Pradesh- 
based sjK Steel, which manufactures 
0.25 million tonne of wire rods, for Rs 
24 crore. “Steel is one of our principle 
. businesses along with forgings and in- 
` frastructure, and we are targeting a 
production of one million tonne of 
engineering steel by 2008-09,” he 


The Visible Empire 


^ Results for 2006-07 are only for nine months ended June 2006 





adds. Kalyani Steels apart, the group in- 
cludes the unlisted Kalyani Carpenter, 
a joint venture with Carpenter 
Technology of the us, which manu- 
factures specialty and high alloy steels 
that are mainly used in the automobile 
industry. The idea seems to be to 
integrate backward and use these unl- 
isted companies to straddle the entire 
value chain. “We plan to move into 
high value steel and are also increasing 
the capacity of Kalyani Carpenter to 
240,000 tonne," says Kalyani. 
Logically, there can be a case to 
merge all its steel interests into one 
company. “In the past, Kalyani 
Carpenter was a part of Kalyani Steels; 
we separated the businesses and 
inducted a joint venture partner who 
holds 26 per cent in the company in or- 
der to move into the higher end of 
the business. However, in future all 
our steel businesses can merged into 
one unit," says Kalyani, while declining 
to share any further details about the 
company. Says Baliga: “Being in the 
same industry, a merger makes sense. 
Apart from unlocking value and cutting 


The New Wealth 
Creators 


UNLISTED COMPANY 


PROMOTER'S STAKES 


overheads, the process of integration | -- 


will also be smooth as the companies 
are part of the same group." 


Happy Marriages 


Unlike the steel sector, however, a 


merger of the group's auto compo- 
nents companies looks unlikely, as 
each of them have different joint ven- 
ture partners. Says Kalyani: "These 
(auto component JVs) are happy and 


2006-07 2005-06 Change 
EBITDA 


*Consolidated results ** Full year ending September '06 


Total Revenue 

Rs 1,796.3 crore 
Total Profit 

Rs 143 crore 


* [n per gent 
Source: Company, СМЕ. 





МА Not available 


Sourcer Company, CMIE 
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| Planning for Future Growth 


Nov, 23, '06 

















successful marriages; why would 1 
want to break them (by merging 
the companies, thus, forcing some 
partners to opt out)? Secondly, 
axles, especially rear axles, require 
heavy doses of applications engi- 
neering and engineering R&D; 
therefore, it makes sense to keep 
this unit separate from the others.” 
Meritor HVS, an unlisted company, 
is involved in the design, develop- 
ment and marketing of drive axles, 
non-drive steer axles, brakes and 
suspensions for commercial vehi- 
cles; and Kalyani Thermal makes 
forgings for two wheelers and man- 
ufactures thermal furnaces for the 
steel and auto sectors. Here, 
Kalyani declines to get into details 
of each individual company (since 
they are all unlisted, he isn’t obliged 
to place details in the public 
domain) except to say that all of 
them have developed specialised 
knowledge in their respective fields 
and that he proposes to unlock 
their value by focussing on exports 
in a big way. “Apart from de-risking 
the business, you create new mar- 
kets for your products in Europe 
and the us. Already, 50-60 per cent 
of Kalyani Lammerz's output is 
exported," he says. This gives the 
Kalyani Group vital bridgeheads 
in these highly competitive mar- 
kets that other group companies 
can then leverage. 

Says Avinash Gorakshakar, 
Head of Research (PCG), Emkay 
Shares and Stock Brokers: *The 
wheel business will not enjoy the 
high valuations that engine com- 
ponents makers enjoy as margins 
are lower. However, if the group 
plans to offload its stake to a pri- 
vate equity player or Fils or even 
decides to come out with an IPO, 
these companies, which are all 
profitable, will generate huge cash 
for the promoters." 


Infrastructure Foray 
The Kalyani Group's infrastructure 
foray is led by another small com- 
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| Unrelated Business? 
de 


crore. The Kalyani Group had in- 
. vested Rs 4 crore about 20 years 
ago. Prior to that, the group had 
 offloaded its stake in Kalyani Sharp, a 
consumer durables company that 
- manufactures televisions, and brought 
down its stake in Kalyani Lemmerz, 
` Which makes wheel rims for utility 


vehicles, LCVs, HCVs and tractors. 
A | Says Amit Kalyani, Executive 
_ Director, Bharat Forge: “Kalyani Sharp 
-was an unrelated business. We got 
_into it during the old license regime; 

we had nothing to contribute, and, 





© case of Kalyani Brakes, too, we didn't 

have much to offer. Therefore, it 

Digi пун ч business.” 
Says dine Gorakshakar, 





Seca енын 
„ s0 it made sense to move out Given 
. the right price, we 
, may see „the 







other non-core 


Bharat Forge's 
Amit Kalyani 
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foreign partner, Bosch, for Rs 285 








Star performer: Bharat Forge is one of the best- vie companies in the Kalyani Group 


pany, BF Utilities, a listed company 
that came into existence in 2001 
following a restructuring of Bharat 
Forge. Its primary operating busi- 
ness is generating wind power and 
supplying it to Bharat Forge; but it 
is also one of the group's main 
investment arms and holds shares 
worth Rs 560 crore in listed 
companies. “It’s our infrastructure 
arm. We've identified infrastruc- 
ture as a core business," says 
Kalyani. BF Utilities holds a 74 per 
cent stake in Nandi Infrastructure 
Corridor Enterprise (NICE) that is 
building the Rs 2,250-crore BMIC 
(Bangalore-Mysore Infrastructure 
Corridor) Project. The Kalyani 
Group has already invested close 
to Rs 600 crore in the first phase. 
The price of the scrip, which has a 
face value of Rs 5, was Rs 3,233.35 
on November 24, despite BF Utilities 
incurring a loss of Rs 83 lakh on 
revenues of Rs 11.48 lakh for the 
nine months ended June 30, 2006. 
"The premium is purely for the 
BMIC Project. The market has dis- 
counted the future cash flows of 
the company," says Kalyani. 

BF Utilities is also expected 
to lead the Kalyani Group's 
Special Economic Zone project 
in Pune. Kalyani and other com- 
pany officials, however, were 
tightlipped about it and refused to 
reveal any details. 

Last fortnight, the company 
signed a joint venture agreement 
with Singapore Technologies 
Kinetics, for designing and manu- 


facturing high technology and crit- 
ical systems for the Indian defence 
market. The exact contours of the 
deal are still a secret, but senior 
Kalyani Group executives say ST 
Kinetics will design and develop 
products that the Kalyani Group 
will manufacture. 


More Jewels? 

Launched initially to cater to in- 
house demand only, the software 
and BPO companies—Kalyani Net 
Ventures, Synise Technologies and 
Epicenter—are a growing business 
for the group. “It’s still at the nascent 
stage but we see huge potential in the 
coming years,” says Amit Kalyani, 
Executive Director, Bharat Forge. 
With a topline of Rs 50 crore, 
Epicenter is the BPO service arm of 
the Kalyani Group and provides 
voice-based services in the areas of 
collections, telemarketing and cus- 
tomer care. But the Kalyanis don’t 
actively participate in its day-to-day 
affairs. “We are like a venture capi- 
talist in Epicenter,” says Amit 
Kalyani, adding: “It’s a small com- 
pany, but I see it doubling organically 
in the next few years. And we don’t 
deny the possibility of inorganic 
growth. A global business model 
will help us accelerate growth.” 
Kalyani Net Ventures is another 
company which the Kalyanis think 
has great potential. 

All these are small companies, 
But if the Kalyani Group’s plans 
for them materialise, we will hear a 
lot more about them in future. Ш 
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Sugarcane heartland and Sharad Pawar 
stronghold, Baramati has become India's 
first taluka to introduce WiMax, or wide 
area wireless broadband, across a hundred 
villages. The effect is startling. t.v. MAHALINGAM 


OR RE A E S NN W 
Lapping it up: Fourteen-year-old Aarti giving her uncle a lowdown on 
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OURTEEN-YEAR-OLD AARTI DHAWAN FLIPS OPEN 

her sleek, black Compaq laptop and conjures a 

PowerPoint slide for my benefit—all with a 

beatific smile. She then clicks on an Excel spread- 

sheet and explains the month’s expenses to her 
33-year-old uncle, Santosh Dhawan. A sugarcane field is 
an unlikely place to use a laptop, but if you are in 
Baramati, the sugarcane heartland of Maharashtra, you 
might not find many other places to use one. The shy, 
class nine student first saw a computer about two years 
ago at a computer lab in her school. Since then, Aarti has 
not only managed to master simple applications like 
Word, Excel and PowerPoint, but has also coaxed her 
uncle, a small farmer with 30 acres of land, to open an 
e-mail account and surf the internet. A year ago, they pur- 
chased a desktop that they use at home to access the net 
for agriculture-related information. “We surf the net to 
find out, for example, how to cultivate different varieties 
of grapes,” says a smiling Aarti. 

For now, the young girl is glad to tally the ac- 
counts of her uncle’s farm on her brand new laptop— 
a gift from Intel’s Chairman Craig Barrett, who visited 
the girl’s home a month ago, “That’s the cow from 
which we gave Mrs Barrett a glass of milk,” says 
Dhawan, pointing at a sturdy beast tied up in the 
courtyard. Even as Aarti surfs the information super- 
highway with élan, she takes a potholed road during her 
holidays to a remote village 60 km away. The reason: 
her parents live there. Aarti has been staying with her un- 
cle and family because the only decent school in the 
vicinity is in Baramati. That's the emerging paradox of 
Baramati and much of developing rural India—a girl 
who uses a Compaq laptop to access the net, never- 
theless, has to stay away from her parents so that she can 
get a decent education. But that's a different story. 


Plug and Play 

Baramati, sugarcane heartland and Sharad Pawar 
stronghold, has about 100 villages that largely earn their 
livelihood from agriculture and cattle farming. As you 
enter Baramati, the first thing that you feel is the 
smooth road, in sharp contrast to the bumpy, spine-jar- 
ring road that connects Pune to the small, dusty taluka. 
A tough find on the map of India, it's this obscure 
taluka, nearly 120 km from Pune, that tech giant Intel 
chose to implement a pioneering WiMax project. This 
technology allows internet connectivity over long dis- 
tances, theoretically, as much as 30 km. Simply put, 
WiMax is “Wi-Fi on steroids’ (See The WiMax FAQ). So, 
why did Intel choose Baramati? For one, the support 
from the local authorities led by Sharad Pawar was 
forthcoming. Two, a local college, Vidya Pratishthan’s 
Institute of Information Technology (virr) has been 
doing pioneering information, communication and 


technology (ICT) work. Pawar, incidentally, is a member 
of the governing council of упт. Also, given the to- 
pography of Baramati—with villages spread far and 
wide—the success of WiMax would be a standup case 
for WiMax as a medium for last mile connectivity in ru- 
ral areas. Intel is using WiMax to connect a series of five 
community internet kiosks spread across five villages in 





the taluka to the virr campus, which will serve as a base 
camp for the WiMax implementation. (In other words, 
Baramati still doesn’t have ‘mobile’ WiMax—that is, 
Aarti still can’t surf the internet from her uncle’s farm, 
but must go to an internet kiosk.) Of the five villages, 
Katewadi is the closest at a distance of 10 km from the 
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REVOLUTION 


Dairy farmers benefit from a different sort of 
technology. 


DECADE AGO, PRAKASH KUMAR JAGTAP, HAD TWO COWS. 

Every day, he would rise at the crack of dawn, milk 

the cows and rush around the small town of 
Baramati to sell the milk as soon as possible. But there was 
a problem: “Every week nearly Rs 350 worth of milk 
was going to waste,” recollects Jagtap. That story has con- 
siderably changed since. Across the road from his dairy is 
a giant cooler that can store 2,000 litres of milk. It belongs 
to Dynamix, the largest dairy company in Maharashtra, 
which supplies milk products like yoghurt, and moz- 
zarella cheese to multinational giants like Nestle and 
Pizza Hut from this plant at Baramati. Nearly 60 per cent 
of the plant's products are exported to the US and Europe. 





Cool concept: Dynamix's cooler ensures that farmers 
do not have to worry about their milk going bad 


In all, Dynamix collects nearly a million litres of 
milk from five districts, including Baramati. “We plan to 
have 250 more coolers by June 2007, in addition to the 
250 we already have,” says Vinit Shah, plant man- 
ager at Dynamix. The secret to Jagtap's and Dynamix’ 
success lies in the fact that it changed the way milk was 
collected in Baramati. As soon as a farmer like Jagtap ar- 
rives at any of the 250 collection centres with his milk 
сап, a sample is taken for test. The sample's fat content 
shows up on a screen that, in turn, determines the 
price of the milk. A printed receipt is instantly handed out 
to Jagtap that shows the milk's fat content, weight and 
price. Within a period of 10 days, Jagtap gets his dues. 
Today, Jagtap has increased his cattle count from two to 
12 and zips around on a Hero Honda. 
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viit campus, while the rest of the villages are at least 20- 
25 km away from the campus. Physically wiring up these 
community kiosks for internet connectivity would not 
only have been costly, but also a logistics nightmare. 

The kiosks, called common services centres, provide 
internet access in addition to other services like giving 
out prices of commodities such as wheat, bajra, and 
sugarcane for farmers. Villagers can also get basic 
documentation like land records, birth and death cer- 
tificates at the centres. *We are looking at ICT initiatives 
that will benefit the common man. We plan to take 
services to a village level. Otherwise, a villager would 
have to travel to Baramati town to avail these services," 
says Amol Goje, Director, virr, and the man spear- 
heading several ICT ventures happening at Baramati. 
With an eye on making these kiosks economically 
sustainable, most services are available at a small fee. 
For example, a land ownership certificate or a caste 
certificate would be available for Rs 5. In addition, farm 
tools from Mico Bosh, like drills, are available for a 
rent of Rs 30 per day. Villagers can also make a call or 
get a document photocopied at the centre instead of 
travelling all the way to Baramati town. 


The Last Mile Challenge 


Clearly, it’s a mini-tr revolution afoot at Baramati. 





Punjabi by Nature. The perfect reason for you to mix business with pleasure. Discuss your strategies over the delectable Jhang 
Chaamp, have meetings over the exotic Bataer Masaledar or simply entertain your guests to the famous Raan-e-Punjab 
It's probably the most satisfying business decision that you will ever make 


FOR RESERVATIONS, PLEASE CALL: 


GURGAON SECTOR 18, NOIDA VASANT VIHAR, DELHI CITY SQUARE MALL, RAJOURI GARDEN 
95124-4143666, 4144666 95120-2514432 41516666, 41516667 42225656, 42225757 
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There are about 136.2 million mobile phone connec- 
tions and 40.6 million landline subscribers in India. But 
the telecommunications reach is largely confined to the 
big cities and towns. More than 6 lakh villages in 
India have no basic telecom service. The biggest prob- 
lem in wiring up villages is viability. The cost of rolling 
out fibre optic cables across these villages is too pro- 
hibitive for any operator or groups of operators. Even 
wireless technologies such as GSM and CDMA don’t have 
the ability at present to deliver hi-speed data over a large 
area, and even when 3G comes, enabling hi-speed de- 
livery of data and video, the problem of reach will 
remain. Cable is another last mile solution, but Indian 
cable operators have not invested in reaching villages. 

That’s why companies like Intel see WiMax as an an- 
swer to India’s last mile problem. For more than two 


Pioneering work: 


VV 





years now, Intel has been working with cellular operators 
(Aircel in the case of Baramati) to offer WiMax on a trial 
basis. Compared to Wi-Fi, which has a range of 1,200 
metres at most, WiMax can, theoretically, be delivered 
over a radius of 30 km, enabling both point to multipoint 
and mobile wireless broadband. Intel, globally, makes the 
WiMax ‘system-on-chip’ that allows mobile phones 
and laptops to connect with WiMax modems. 


Of Emus and ECGs 


Even as I visited these community kiosks in far-flung 
dusty villages, the sceptic in me kept asking ques- 
tions—what can a farmer do with the internet, day after 
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The FM channel is on air for seven hours every 
day and reaches out to 30,000 farmers. 


T IS 6 A.M. AT BARAMATI. AS FARMERS GET READY TO HARVEST 

their sugarcane and grape crop, 21-year-old Mandar 

Kinkar puts on a pair of headphones and starts his day 
with a crisp Marathi greeting. Kinkar is a final year student 
of commerce at a local college and an announcer for 
Baramati’s community radio channel. The channel, called 
Vasundhara Vahini, is on air nearly seven hours every 
day—with two slots of three-and-a-half hours each at dusk 
and dawn. Of this, Vasundhara Vahini broadcasts nearly 
five hours of agriculture-related programming, including tips 
for farmers, interviews of agricultural experts and local farm- 
ers who have adopted innovative practices. In all, the FM 
channel reaches out to nearly 30,000 farmers in the re- 
gion with broadcasts of nearly 150 hours of programming 
every month. On Mondays and Thursdays, a programme 
called Baazar Bhaav is aired that gives out the rates of 
commodities like wheat, bajra, vegetables. 

Recently, Baramati also hosted an international grape 
production symposium. As experts from Australia and 
Israel made presentations at the conference, the event was 
broadcast live with a Marathi translation. "Even as the 
PowerPoint presentations were being made by foreign ex- 
perts, farmers could hear the presentations while working 
in the fields with FM sets that were distributed especially 
for the occasion," says VIIT's Amol Goje. 





Rise and shine: Baramati's community radio channel is 
all about agriculture, with some music thrown in 


EXPRESS 
PARGEL 
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What is WiMax? 


It stands for worldwide interoperability of mi- 
crowave access (WiMax) and, as the name suggests, 
it’s a standards initiative. But what it really means 
is wireless broadband over a wide area. 








How is it different from Wi-fi? 
Wi-fi is limited to a local area of, say, a few hun- 
dred metres in radius. WiMax, in comparison, 
can deliver wireless broadband over a 30-km ra- 
dius. Using mesh networks Wi-fi can be deliv- 
ered across a city, but the quality tends to suffer. 









Will WiMax be available on cell phones? 
WiMax has competing technologies, but it’s evi- 
dent that some time soon, high-speed wireless 
broadband will be available on mobile phones. 







day? How long will a farmer surf the net for the latest 
exploits of the sugarcane borer or the woolly aphid 
pest? But then, I had forgotten the basic premise of the 
internet—that the world of ideas is just a click away. 
ITC's eChoupal had proved that only too well. And I had 
not met Sandeep Tawde. 

The 37-year-old poultry farmer got into the business 
in 1982 with 50 chicken. Since 1993, he had always 
wanted to breed birds other than chicken to augment 
his income. But sources of information in a small 
town like Baramati were limited. And then, in 2002, a 
cyber café opened at Baramati and Tawde struck pay 
dirt. He discovered, on the net, that the emu (an 
Australian bird) could be bred in India. And what's 
more, emu meat was far costlier than that of the 
chicken he was breeding. An avid Googler who surfs the 
net two to four hours every day, Tawde sold nearly 750 
kilos of emu meat last year in India alone at Rs 180 per 
kilo. This year, he plans to sell two tonnes of emu meat. 
As he sits in his bare one-room office, people walk in to 
ask for advice. “I help people surf the net whenever they 
come to me for information. I do that for free," he says. 

But stories like that of Tawde are still one-off 
instances. The real benefits of technology can be wit- 
nessed at the Rural Hospital at Rui, a stone's throw 
from the Wi-Fi enabled virr campus. Bapu Atole, 50, is 
due for a medical check-up for a suspected heart 
problem. Normally, a specialised heart check-up like this 
would mean a two-and-a-half hour bumpy bus trip to 
Pune. The farmer, incidentally, has never left Baramati 
in his 50 years on the planet. But Intel's recently 
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launched telemedicine service saves Atole the hassle of 
leaving his beloved Baramati. As I watch, Atole's ECG 
readings are taken and e-mailed to Narayana 
Hrudayalaya, a super specialty hospital in Bangalore. In 
less than five minutes, an e-mail from Dr Bomaiah 
pops up from Bangalore. *Sinus rhythm within normal 
limit," reads the e-mail. Case closed. Says Dr Manjusha 
Goje (Goje's wife), who runs the clinic: *We are reach- 
ing out with these services to the unreachable.” 

As I wrapped up my two-day tour of Baramati, I 
was left with one stark realisation: Man's oldest 
occupation, agriculture, and his latest obsession, 
technology, had come together seamlessly in this oth- 
erwise nondescript place. God bless the techies. 8i 





Luciano Benetton 


Chairman/ Benetton Group 


“We Are Not Here 


to Replace the 


a 


Local Culture or’ ^ 


Traditional Clothes” | 


HE WORLD HAS TURNED ON 
its bead. What used to be 
revolutionary when he 
started out 40 years ago 
women wearing men’s clothes, or 
men wearing pink shirts and long 
cardigans—is more the norm today. 
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Yet, Luciano Benetton, 7 1, remains 
an optimist and romantic at beart. 
He's now looking for new ways to 
grow the market for this business. In 
India, for instance, he is exploring 
the opportunity to go beyond the 45 
cities Benetton has established a 





presence їп. “That also fits well with 
the company’s motto—to make 
fashion affordable and accessible to 
all,” says Benetton. With worldwide 
revenues of more than €1.9 billion 
(Rs 11,020 crore), and India just 
about topping Rs 100 crore, 
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Benetton believes India is a market 
whose time has come. Set to touch 
110 stores by the end of the year, 
India, along with China, can only go 
on to become the Number One mar- 
kets, he says. Recently in India, 
Benetton spoke with Business 
Today’s Shivani Lath on his learn- 


ings, controversial advertisements 
and plans for the future. Excerpts: 


With the Indian market contributing less 
than 1 per cent to Benetton's revenues, 
how important is the country for you, and 
how has it changed over the years? 

We are very excited about India. 
We have had a presence here since 
the 1990s and have seen major 
changes in this market over the last 
few years. The good thing is we 
have been part of these changes. 
We now have to put in our best 
efforts to increase our presence here. 
We have understood that we have to 
be optimistic and aggressive to acc- 
elerate our presence. We are confi- 
dent about the future because we 
believe it will get better. For sure, 
India has an important future ahead 
of it, as a market and as a country. 
It's a big country with a big future. 


How does India compare to other mar- 
kets you operate in? 

India and China are seeing huge 
growth and these will be the mar- 
kets of the future. Potentially they 
can become only Number One in 
the international arena. Obviously, 
this will not happen next week, but 
the potential is there to play a very 
important role. We have been sur- 
prised to see that we have been 
growing at 30 per cent every year in 
India. Of course, if you compare 
revenues over here to other markets, 
it is not outstanding, but they are 
satisfactory and encouraging enough 
to make us believe in this market 
and invest for the future. 


What has been the business strategy in 
India and how has it paid off for the 
company? 

For India, we have always made 
available the products that are avail- 
able in other markets. So the styles 
are all the same. At the same time, 
India, we know, has strong tradi- 
tions and culture, which we have to 
respect. Our aim is not to substitute 
the local culture or traditional 


clothes, but to make available 


clothes for some other occasions 
or salwar is not that 


We are not 
replace traditional values. We have 


when the sar! 


easy to wear. here to 
started production of clothes her: 
with some partners for our kids 
section. To increase penetration it 
the market and distribution and 
also to increase our capacity, w« 
are partnering with local manufac 
turers to make products available for 


other countries. 


How many such partners do you have in 
India? 

I don't know the number. To give 
you an idea of the extension of the 
partnership, it should be enough 
to know that about three years ago, 
we were operating only in New 
Delhi. Now, with increasing quan- 
tities and volumes, which is up sub 


stantially over the last few years, 


it we have 
to be optimistic and 
aggressive in India" 


we have sourcing offices i 


Bangalore and Coimbatore. 


What is your understanding of the 
Indian consumer, and how did you arr- 
ive at the assessment? 

[here are many Indians travelling 
around the world. We have met 
London and 


many of them in 


Europe and we have understood 
from our interactions that they wel 
comed our products. So that is how 


we started in India. 


Is there a separate design team for 
countries with different cultures like 
say India, the Middle East and Italy? 
No, we 
We are 


countries so we cannot have sepa 


don’t have separate teams 


present in 120 different 


145 


rate teams. The development of the 
collection happens in Europe, but 
our designers travel around the 
world collecting ideas and putting 
them together in order to make 
available a collection that is accept- 
able to all the markets. It is a col- 
lection of inputs on fabrics and 
styles from different designers, 
which results in one main collection. 


Is there any country you had to leave 
out of your expansion plan because it 
doesn't fit with the brand? 

We have had no problems. It can 
happen that in some countries, bec- 
ause of political instability, we can- 
not operate. But only exceptional 
events can force us out of a country, 
nothing else. 


What is the positioning of the brand 
today? 

The brand has been around since 40 
years. We have always targeted the 
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young customers, which is the most 
demanding set of people. We bel- 
ieve we give them value for money. 


Why are Benetton's advertisements res- 
tricted to print and outdoor? What's the 
strategy behind not being on television? 
The Tv is a very expensive medium. 
To deliver a strong message you 
have to invest an enormous amount 
of money. With our presence in 
120 countries, we cannot make 
such investments. Also, the peculi- 
arity of our ads means they are 
stronger on hoarding and billboards 
where the message can be deliv- 
ered and also memorised. So, we 
have never gone beyond the two 
channels—print and billboards. And 
it doesn't mean TV is not impor- 
tant, to the contrary. But we don't 
want to be present in every media. 
At the moment we are not thinking 
of this option. 

How much is Benetton's annual spend- 


. Our 
advertisements go 
against the rules, they 
are not traditional" 


ing on advertising? 

Communication for us is not just 
about advertising or fixing posters in 
a city. We develop new forms of 
communications, and also have 
sponsorships. So, 3.5-4 per cent of 
revenues is spent on advertisement. 


Benetton's advertisements tend to be 
provocative. What do you seek to 
achieve and have you been successful? 
Being revolutionary is part of our 
DNA. When we started out and girls 
began to wear men's clothes it was 
considered revolutionary and 
provocative. So are our advertise- 
ments—they go against the rules, 
they are not traditional. Yet, I have 
to say, we never meant to be 
provocative in delivering the mes- 
sage of fraternity and harmony by 
putting together people of different 
colours and races. When we showed 
people of different races hugging 
each other in our advertisements, 
we did not expect to receive let- 
ters of complaint against our strat- 
egy. It was surprising to find out 
that our positive message was mis- 
understood and interpreted in the 
wrong way. 


Which is your personal favourite adv- 
ertisement of Benetton? 

I cannot choose one because all 
of them were made at a particular 
moment to deliver a particular 
message and all those messages 
have an important meaning for us. 
And the purpose and reason to 
communicate that way was to be 
useful to society, to start a discus- 
sion. At the time of the cold war, 
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"The founders of the company have decided 
to step back, it will now be run by managers” 


we put together different races—a 
Russian and an American kissing 
was a revolutionary message. It 
has been our philosophy that a 
war is never the right solution to a 
problem. The message was that it is 
better to discuss something con- 
troversial rather than go to war. 
When we started advertisements 
related to AIDS, it was a problem 
not known to most people. That 
was a glorious campaign to awaken 
the conscience of the world. More 
recently, we did some ads with the 
United Nations and Red Cross to 
fight poverty. Our aim is to sensi- 
tise society that despite all the 
wealth around, there are these very 
big issues to discuss. 


Which has been your most challenging 
assignment? 

To win the Formula 1, not once, 
but twice. If you remember, Michael 
Schumacher was found by Benetton. 
He won the first two championships 
with Benetton. 


In terms of entering a market, which 
was toughest? 

In general, there are no easy markets 
anywhere. 


Forty years ago, four siblings got tog- 
ether to launch Benetton. How did it 
happen? 

It started as a simple game, some- 
thing which happened because I 
liked fashion. During the Olympic 
Games in the 1960s, when there 
were all these colourful people and 
flags, I got this idea to enlarge the 
colourful world. It’s never been a 
job or profession for me, it’s my 
passion. | started it with my two 
brothers and a sister, so it was eas- 
ier than beginning alone. 


How has the apparel industry changed 
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since you started out 40 years ago? 
Everything has changed. When we 
started out, the world was simpler. 
The youth too were simple and eas- 
ier to please. Today, everything is 
more complicated. The offer is 
much bigger and people are more 
interested in what they wear. For 
sure, it was very exciting and beau- 
tiful in the early days, even though 
it was simpler. But because we 
started from scratch, it was also 
challenging. We became revolu- 
tionary at that time and became 
popular among youngsters because 
of our colours in a world that was 
only blue and grey. In those days, 
to be revolutionary, it was enough 
to wear a yellow sweater or a pink 
shirt. To be different or provoca- 
tive, people wore long cardigans, 
and to show they were ahead of 
their times women used to dress 
like men and men wore feminine 
colours. 


Italy is the fashion capital of the world. 
How did Benetton make itself unique? 
Yes, Italy is the country of fashion, 
but Benetton started 40 years ago 
when fashion was also at its begin- 
ning. So we consider ourselves as 
one of the trend setters that made 
Italy famous across the world. 
Benetton was another of the revo- 
lutionary ideas in those years. But 
what really differentiated us was 
the fact that we wanted to make 
fashion affordable and accessible. 
I knew that would be possible only 
if it was on a big scale and a vol- 
umes game, so that’s what we did. 
In that sense Benetton is unique. 
We invested in franchising. We 
spent a lot of time and money 
working with partners. 


If you were to start the business today, 
how different would it have to be? 





Today the world is another world. 
It has changed dramatically. What 
was revolutionary 40 years back 
is normal today. To dress like a 
man is not revolutionary or special 
anymore. If you have a dream to 
build a brand and a company and 
you want to grow to 120 coun- 
tries with limited resources, which 
was our case, it would be impossi- 
ble today. Yet, I think, in today’s 
world, you can still make a mark 
with a new idea. 


Benetton is still a family run business. 
What is your succession plan and strat- 
egy going forward? 

The founders of the company have 
decided to step back. The company 
will now be run by managers. This 
doesn’t mean the family will not 
look at the business. There will be a 
representative who will overlook 
the managers and this person will be 
my son Alessandro. ш 
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India is in the 
middle of an 
unprecedented 
real estate boom. 
Commercial and 
residential projects 
are mushrooming 
all over the 
country, and 
things seem too 
good to be true. 





























Scag ОАЫ 


JAY DEVARAJAN, 28, IS 
worried. For the last 
several weeks, he has 
been using his weekly 
off to scout for a suit- 
able place to buy. He 
visited Adyar, Thiruvanmiyur and 
Kottivakkam in Chennai. But, no Е а eh 
luck. And, not because there is no Work in progress: In Gurgaon, high-end apartments start from Rs 1.5-2 crore and 
supply of houses, but because they 
are well out of his range. A team 
leader at the Chennai office of 
Covansys, an IT services company, 
he got a 15 per cent pay hike last 
year and wanted to use the equated 
monthly instalment (EMD instead of 
the monthly rent to fund his ac- 
quisition of a house. Today, how- 
ever, he is feeling priced out of the 
market. Prices across locations have 
gone up by 40-50 per cent (see See 
How They Surge). A two-bedroom 
apartment, about 700 sq. ft, with a 
few basic amenities, miserly parking 
space and other common spaces, 
is quoting at Rs 25 lakh in most 
parts of the city, that too exclusive 
of registration. The EMI at Rs 1,030 
per lakh would work out to nearly 
Rs 22,000 if Devarajan takes 85 
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the boom has been fuelled largely by the expansion of the IT/ITeS sector 


per cent of the cost as a home 
loan. The instalment on a monthly 
salary of Rs 30,000 would leave 
little for him to manage other ex- 
penses. Devarajan is not sure if 
he would like to take on this bur- 
den, even though his monthly 
rent is a bit on the steep side at Rs 
8,000 in Thiruvanmiyur. 
Devarajan’s case typifies the 
conundrum in the residential sec- 
tor. And that comprises nearly 
90-95 per cent of the real estate 
sector in India. Commercial re- 
alty makes up 4-5 per cent, while 
retail corners the residual 1 per 
cent. It is people like Devarajan 
who fuelled the housing boom in 
India over the last five years and 
yet they are now feeling the pinch, 


the breathtaking rise in prices hav- 
ing outpaced their expectations. 
Adding to the problem is the sup- 
ply. There just seems to be not 
enough new development at the 
budget end of the spectrum. 
However, at the same time Rs 1- 
crore apartments, which were a 
novelty a few years ago, have lost 
their shock and awe value. 

If genuine buyers are being 
priced out of the market, then is 
the price rise sustainable? Is there 
a correction in real estate prices in 
the offing? If one were to believe 
Gaurav Dalmia, Chairman, Lan- 
dmark Holdings, then a price corr- 
ection is long overdue. Landmark 
currently has projects worth Rs 
7,500 crore under development. 


Where’s The Boom? 


The demand is expected to surge five-fold 
by 2009. 


CURRENT ANNUAL DEMAND 


Cumulative current demand (million sq. ft) = 180-189 
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Figures in per cent Active markets include, 
Bangalore, Chennai, Hyderabad, Mumbai, Pune, NCR, 
Kolkata 

Source: Cushman & Wakefield Research 
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Dalmia is unsure of the real buyers 
in the market at current prices. 
“Majority of current buyers are 
speculators and the prevailing prices 
are not time tested in the real user 
marketplace.” 


The Boom’s for Real, 

They Claim 

His is an increasingly lonely voice in 
a crescendo which says that though 
there may be minor corrections in 
smaller markets, there is no over- 
arching correction in the offing. 
The case for a price correction needs 
to be seen in an appropriate context, 
believes Emaar-MGF's Executive 
Vice Chairman and mp, Shravan 
Gupta. The joint venture with the 
Dubai-based Emaar Properties has 
placed the biggest bet on Indian 
real estate in the form of the largest 
foreign direct investment. “If you 
take high-end properties in cities 
such as Delhi, then they are un- 
likely to correct as prices in that 
segment are inelastic," he says. 
However, he does not rule out cor- 
rections in the low middle to middle 
market categories, but they may 
also take some time to materialise 
because of the current momentum. 


RAJKUMAR 
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SEE HOW THEY SURGE 





Property prices have grown at dizzy rates. 
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Figures are average rates for grade ` A’ properties 


“The economy is growing, more 
wealth is being created and income 
levels of the salaried class are rising,” 
Gupta adds in support of his 
argument. 

There has been a 10-15 per cent 
increase in average salaries across the 
board last year alone. This has en- 
hanced affordability to take loans. 





The escalating prices are beyond the middle class buyer. And there just seems 
to be not enough new development at the budget end of the spectrum 





Source: Knight Frank 


For instance, the average individual 
loan size in HDFC's portfolio had 
almost doubled from Rs 4.50 lakh 
in 2003-04 to Rs 8.40 lakh in 2005- 
06. Niranjan Hiranandani of 
Mumbai-based Hiranandani Const- 
ructions points to another trend, 
stating that the home buyer’s av- 
erage age (at least in the case of his 
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Demand from businesses for real estate seems robust. Some 38 million sq. ft 
of commercial office space is expected to come up in top seven cities by 2007 


company) has decreased from 45 
years to 30 years over the last five 
years. “There is unlimited demand 
for housing in the Rs 2,500-3,000 
per sq. ft. segment in the metros 
and Rs 1,500-2,500 per sq. ft seg- 
ment in the next group of cities,” he 
says, asking the next moment, 
“Where (in which market or seg- 
ment) is the supply commensurate 
with demand?” 

Robust and unflagging demand 
is certainly an indisputable argument 
in favour of rising prices. While the 
Tenth Five Year Plan (2002-07) es- 
timated a shortage of over 22.4 
million dwelling units in India, 
Housing Development Finance 
Corporation (HDFC) estimates the 
housing shortage at 19.8 million 
units at the end of 2005—seven 
million in urban areas and 12.8 
million in rural areas. 

So, are there no imperfections in 
the current market scenario? Of 
course, not. HDFC’s Executive 
Director, Renu Karnad, believes 
there could be a case for some cor- 
rection in cities such as Bangalore, 
parts of Delhi-NCR, Mumbai and 
Pune. In these locations, the rr/rres 
sector expansion has been more 
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Retail Take-off 


The rise of organised retail... 
Turnover by retail category (Rs trillion) 
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il Unorganised retail trade 


... has added to the real estate 
boom. 


gross leasable area 

(million sq. ft.) 

^ I Е 96 735 
Mumbai Н 55 182 
Bangalore IN 14 80 
Chennai fi 6 _ 25 
Kolkata WI 10 32 
Hyderabad WI 12 42 
Pune NNI 19 58 
Ahmedabad 7 21 


ши Number of malls in 2008 
Source: Deutsche Bank 


pronounced and ownership of mul- 
tiple homes is prevalent. “In 
Gurgaon, virtually nothing is avail- 
able at less than Rs 1.5-2.0 crore,” 
she adds. In places like Parel in 
downtown Mumbai, there are 
apartments ranging from Rs 4-5 
crore. HDFC has been funding the 
residential mortgages for over 29 
years and is the largest housing fi- 
nance company in the country. 
Karnad, however, adds that strong 
demand for these high-end apart- 
ments has been a surprise. 

ICICI Ventures' Kishore Gotety 
offers an explanation even as he 
makes a case for more emphasis on 
affordable housing. *The luxury 
segment is a hugely underserved 
market. However, in absolute terms, 
there are only a handful of people 
who can afford these apartments, 
and they don't sell as fast. So, going 
forward, developers might reduce 
the luxury developments in the 
overall mix," he says. In markets, 
where there could be an oversupply 
of these high-end apartments, there 
could be a 5-10 per cent correc- 
tion, he believes. 

A good amount of demand has 
also been coming from the smaller 
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towns and cities—traditionally 
called Тіег-Ш cities, though that 
classification seems to be getting 
outdated. Pranav Ansal, Director 
at Ansal Api, which claims to be 
one of the largest developers in this 
segment, believes there is reason 
to be bullish on these cities. “Banks, 
insurance companies, telecom com- 
panies, FMCG, electronics compa- 
nies are all expecting growth in 
smaller cities. And backing this is the 
pent-up demand in these cities, 
which have only now received good 
quality real estate products.” Ansal 
continues to bank on the middle 
market in housing, although he says 
the definition differs across mar- 
kets, ranging from Rs 20-25 lakh. 

Sahara group’s senior advisor, 
Sundar Lal agrees. “The local eco- 
nomies in these second-rung cities 
are very strong.” Sahara reportedly 
has one of the largest land banks in 
these cities. Lal says Sahara has the 
necessary approvals for integrated 
townships in around 12 cities such 
as Lucknow and Indore, and 
around 45 more are in the pipeline 
with each project costing Rs 600 
crore apiece. But for the investors 
punting on these cities, there are the 
added disadvantages of illiquidity 
of the investment as also over-supply 
in the short term. Jaipur, Mohali 
and Kundli are cases in point. Susta- 
inability of demand in these cities 
will also depend on how much rr 
companies flirt with Tier-III cities 
and other employment opportunities. 

At present, demand from 
businesses for real estate seems 
robust. Some 38 million sq. ft of 
commercial office space is expected 
to come up in top seven cities by 
2007. In fact, the industry has a 
thumb rule that says for every 500- 
700 sq. ft of residential space added, 
another 100 sq. ft of commercial 
space must be added. While there 
are concerns of oversupply in cities 
like Kolkata and Pune, builders 
aren’t too worried. 

Apart from IT and rres, there 
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THE LOW-COST HOUSING OPPORTUNITY 
A house for Rs 5 lakh? Possible, say some investors. 





There's potential here, too: Mumbai's, and Asia’s, largest slum Dharavi 


Managing Partner, Duke Equity Partners, a UK-based pri- 

vate equity fund, which has allocated some $300 million to- 
wards investments in India, mostly in low-cost housing. 
Patwardhan believes that there is solid profit to be made in the 
segment. It is possible to sell a house at a price of Rs 5 lakh by 
keeping a tight rein on land cost and generating economies of scale 
(minimum 1,500-2,000 tenements), he adds. Notwithstanding 
his optimism, land cost alone makes such stand-alone projects un- 
viable in Tier- | cities. A stronger business case is possible in sub- 
urban areas. New York-based Trikona Capital's founding member 
Rak Chugh tends to agree, as his fund is planning to invest a bil- 
lion dollars in Mumbai real estate, including low-cost tenements. 
Chugh, however, believes that the government will have to pitch 
in to meet demand at this end. “It could be a public-private part- 
nership model,” he says. Small measures also could help. For in- 
stance, “the government could allow higher floor space index in 
such projects", says Duke's Patwardhan. 

One option that has been explored in Mumbai, and now in 
Maharashtra and other states, is a free sale of additional land in lieu 
of the developed tenements. Mumbai-based developer Akruti Nirman 
has built 12,000 low-cost houses in the last 12 years in various parts 
of Mumbai under such a scheme. Akruti's Vimal Shah finds it is a sus- 
tainable model. If India's housing deficit is to be bridged, then low- 
cost housing has to be the strategy. 


| T IS AN EXTREMELY UNDERSERVED MARKET,” SAYS GOPAL PATWARDHAN, 
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PLENTY OF ROOM(S) 


Hotels are to add more than 53,000 rooms by 2011... 


EXISTING ROOM 2007 
SUPPLY 

Delhi/NCR 7,030 2,207 
Mumbai 7,402 966 
Kolkata 1354 ES 0 
Chennai 2,075 710 
Bangalore 1,906 = 718 
Hyderabad 1,442 | 470 
Pune 510 pa 565 
Goa 2252 {| |! 205 
Cochin и BAM o 
Jaipur 1298 al) г 
TOTAL 25,623 1096 6440 


Source: HVS International 


are three other drivers of the boom, 
they say. Retail, hospitality and spe- 
cial economic zones (SEZs). Orga- 
nised retail has just about taken off 
and the global giants (Wal-Mart, 
Tesco, Carrefour) aren't even here. 
“(Their entry) will swing the pend- 
ulum in a huge way," says Cush- 
man's Verma. *However, that un- 
certainty makes retail full of poten- 
tial, yet quite unpredictable," he 
adds. Hospitality is another seg- 
ment that has taken off. Hotels are 
now being offered as part of a 
mixed land use property, prompting 
developers to move from one-off 
hotel projects to long-term alliances 
with hoteliers. DLF has a joint ven- 
ture with Hilton, and Unitech has 
signed management contracts with 
the likes of Marriot and Carlson 
Hospitality. As the magazine went 
to press, Emaar-MGF was expected 
to tie up with Accor for a multi- 
location deal. *It's a natural pro- 
gression for us to move from real es- 
tate to hospitality," says Vineet 
Verma, who was recently appointed 
as CEO of Brigade Hospitality. 

The final piece in the picture is 
the real estate development in the 
form of SEZs, since these are nothing 
but a real estate play with tax 
breaks. However, there is a lot of 
uncertainty and controversy over 
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...mostly in the first- 
class and mid-market 
segments 


Budget БҮ Luxury 






Mid-market - | E First class 


Figures in per cent Source: HVS International Research 


the SEZs policies that could take a 
few years to play out. 


Keep a Wary Eye Out 

If demand is so robust across the 
nation, then what is so worrying? A 
couple of things: the rate at which 
prices have escalated and the prac- 
tices prevailing in the property mar- 
ket. Developers till recently were 
doing pre-launches of projects, rais- 
ing money from end-consumers to 
fund more land acquisition as land 
prices kept going up. No heed was 
being paid towards timely delivery. 
A lot of this land acquisition by de- 
velopers was also being funded by 
the banking system. “Often 
developers were raising funds on 
the basis of allotments only," says 
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Hotel boom: Developers are going 
for long-term alliances with hoteliers 


Karnad. That seems to have 
changed with RBI clamping down 
on loans to commercial real estate 
projects. Now loans can only be 
raised on the back of proper plans 
and approvals. Not unexpectedly, 
there seems to be a cooling off in 
speculative activity. More of this 
will happen as the market winnows 
the good from the bad. “Pricing 
pressures would be acutely felt by 
developers who do not deliver on 
time or deliver poor quality prod- 
ucts," says Sanjay Chandra of 
Unitech. (For more impact on de- 
velopers see The Bulls in Real Estate 
on page 160 and Is There a 
Shakeout...on page 170). 

Though the cost for the end 
consumer has also increased, there 
seems to be no slackening of de- 
mand visible just yet. Loans con- 
tinue to be available at 9.00-9.25 
per cent, and the mortgage to GDP 
ratio is around 3 per cent, far lower 
than 51 per cent in the us and 12-20 
per cent in more economically com- 
parable countries. How will the sit- 
uation play itself out over the next 
few months and probably years? 
There may be localised price cor- 
rections, but as long as the economy 
keeps humming, both man and 
machine in the real estate industry 
will continue to be in overdrive. 
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ln, LOBALLY, CAPITAL FOR REAL 
ui estate has never been as 
"Bi plentiful as it has been in 
| the last year or so. Real es- 
tate firms are raising record amounts 
from institutional investors such as 
pension funds that are seeking 
higher returns than stocks and 
bonds. And the party is likely to 
continue. According to a study by 
PricewaterhouseCoopers, the fund 
flow is likely to strengthen in 2007. 
But it is not just an India-specific 
phenomenon. Funds have been 
flowing into the Asia-Pacific region 
in the property sector by the plane- 
loads. Some of the factors dictating 
these fund flows are purely global 
dynamics—the high realty prices in 
the Us and Europe and corre- 
spondingly lower yields. Moreover, 
as all asset class prices have risen, 
international property funds over 
the last few years have found it 
useful to increase the real estate 
weightage in their portfolios. 
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Emaar-MGF's Gupta: The joint venture has placed the biggest realty bet in the form of the largest FDI in the country 





in Real Estate 


A staggering Rs 22,500 crore has been lined up for investment. 
What are the investors betting on? 


In India specifically, the invest- 
ment market received quite a fillip 
in early 2005 when the rules for 
foreign investment in Indian real 
estate were partly relaxed. There 
are significant clamps though that 
make speculation on land difficult. 
Foreign funds cannot invest directly 
in land and neither can they invest 
in existing properties. But market 
fundamentals make Indian real es- 
tate hot property for many cross- 
border investors and developers 
(see It's Raining Funds). 

Though the number of actual 
deals may be fewer, the results have 
been immediately apparent. Foreign 
direct investment in the sector in- 
creased from 2.7 per cent of the 
total FDI flowing into the country in 
2003-04 to 16 per cent in 2005-06. 
It is expected to rise to a quarter of 
the total flows in current year, ac- 
cording to ASSOCHAM. "There is a lot 
of money waiting to be invested in 
the Indian market. Last when I 


spoke to overseas investors, this 
amount was pegged at $15 billion," 
says Ravi Ramu, Director, Purav- 
ankara Projects. 

These fund flows come at an 
opportune time for the Indian de- 
velopers. Rising interest rates cou- 
pled with RBI restrictions on funding 
land acquisition are creating a huge 
demand for raising funds through 
equity route (see Turning Dust to 
Gold on page 168). This is likely 
to continue. As India's economic 
growth sustains at over 8 per cent, 
the growth plans of the Indian de- 
velopers are also becoming bigger. 
"Banks are insisting on lower debt- 
equity ratio while funding projects, 
and that will also create need for 
raising capital through the equity 
route," says Harsh Neotia, 
Managing Director, Ambuja Realty. 

In line with the Asia Pacific 
trends, most of the funds aimed at 
Indian real estate are coming from 
both multinational developers and 
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financial institutions or venture cap- 
italists. Pure play financial investors 
(largely Us and European) are in- 
vesting as strategic investors in proj- 
ects or companies via private eq- 
uity or real estate funds. Consider 
Morgan Stanley, which invested 
$68 million in Bangalore-based 
Mantri Developers and another $65 
million in Delhi-based Alpha 
G:Corp Development. Multi- 
national developers (largely from 
South East and Central Asia), on 
the other hand, are finding it con- 
venient to invest through joint ven- 
tures or joint development agree- 
ments with Indian developers. For 
instance, there is Singapore Realty, 
a JV between Singapore-based Lee 
Kim Tah Enterprises and an Indian 
partner, BP Ventures. Occasionally 
there are investors such as 





Retail boom: And Tesco, Wal-Mart 
and Carrefour are not yet here 


Vancouver-based Royal Raj 
International Corp., which is said to 
be mulling a massive township in 
Bangalore at a cost of $8.9 billion, 
as a wholly-owned subsidiary. 
Giving the foreign funds stiff 
competition are local players. “They 
can offer heavyweight competition 
to foreign funds in any number of 
ways: their experience in getting 
deals done in cultures that are quite 
alien to the newly-arrived 


162 BUSINESS TODAY DECEMBER 17 2006 








IT’S RAINING FUNDS 


Both India and foreign investors want a piece of the action. 


FUNDS 


Maia (Mal Alles) - 
3i i Group 


westerners, their ability to assess 
and defray risk in their own markets, 
their political and commercial con- 
nections...” says the PwC report. 
For these reasons, perhaps, foreign 
investors are much more comfort- 
able sharing risks with Indian part- 
ners, according to E&Y's Ganesh 
Raj. Availability of land, viable pric- 
ing, and clarity of land title are some 
of the key constraints for foreign 
funds. And these are areas where 


2 local funds have an edge. “Partner 
z selection is very important in an 


emerging market like India, since 
we like to do projects in multiple lo- 
cations with the same developer,” 
says Rak Chugh of Trikona Capital 
However, this abundance of 
riches has made deals difficult, es- 
pecially in prime locations. “Quite: 
often there may be a valuation mis- 
match, with the present valuations 
not matching the kind. of returns 
that foreign funds are seeking,” says 
Vivek Mehra, Executive Director, 


PwC. Although, as КІСІ Ventures’... 


Kishore Gotety assures; “The deals 


that we are able to pursue, we are 


able to close despite competition. 
In another two-three years, the mar- 


e Sachs proprietary India Fund (partly for real estate) 


Kshitij Venture Capital Fund (Pantaloon Group) 






Dream Fund (Dewan Housing Finance) ont > 


Source: Macquarie Research, Sept. 2006 


ket will become more sensible." 
Given the attractiveness of the 
sector, both foreign and domestic in- 
vestors are looking at project inter- 
nal rate of returns (IRRs) between 
20 and 30 per cent. Are they being 
ambitious? “Not at all,” assures Kurt 
Roeloffs, Head, RREEF Asia Pacific— 
the real estate arm of Deutsche 
Bank. “Escalating land prices do 
mean that future speculation is more 
risky. We hope some of the hot 
money will recognise that and step 
away from the market. Nevertheless, 


we think the current prices permit 


acceptable return on equity for those 
participants who have good execu- 
tion skills.” Shishir Baijal of Kshitij 
Investment Advisory Co., which is 
targeting 30 per cent-plus IRRs, also 
believes that the returns “look quite 
achievable at this point”. 

While money is surely a reason 
why Indian builders are shaking 
hands with foreign investors, it is 
not the only thing. As PwC’s Mehra 
points out, the foreign funds also 
bring development experience to 


the table. That may well be one of 


the most:critical assets in the next 
few years as India gets built up. 
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remained ignored. Regulatory 
changes over the last two years, 
however, have transformed the sce- 
nario. Listed stocks zoomed to 
stratospheric levels. Unitech, for 
example, rose a dizzy 2,000 per 
cent in market capitalisation in the 
first six months of the current fi- 
nancial alone when compared to 
the same period last year. 


What about Valuations? 

That brings up the essential ques- 
tions about valuations of these com- 
panies. As more companies go 
public, analysts and investors are 
debating the merits of valuing them 
either on net asset value or price-to- 
earnings basis. However, more of 








the analysts seem to be gravitating 
towards the Nav-based valuation. 
Any metric to value real estate com- 
panies would be based on land bank 
values and the final real estate prod- 
uct prices. And several factors rang- 
ing from government policies to 
economic growth and urbanisation 
could impact these final prices. The 
valuation process can further be 
refined based on whether the 
developer intends to sell the devel- 
oped property or plans to hold it 
back for lease rentals. 

In both cases, estimates of the 
final sale price or the rentals 
determine the value of the land. 
So, if there are flaws in determining 
demand, supply and price situation 





with regard to a specific property, 
the value of the land also gets simi- 
larly affected. The key, then, to val- 
uations is the land bank and its pro- 
posed use by the developer. Given 
the hype about the sector, disclo- 
sures are far from what would be 
adequate. Macquarie Research in 
a recent report on the Indian prop- 
erty sector points out: “We have- 
seen examples of land bank sched- 
ules in company presentations being 
what we would term ‘highly opti- 
mistic’, It is essential to dig deeper 
via local inspections, discussions 
with agents and further consultation 
with management." 

Taking a call on the price of a 
property that is to be developed so 
many years later is a tough one. As 
more developers intend to go pub- 
lic, details of their land bank are 
becoming available. Given the lack 
of sufficient stock in the market 
and the huge investor interest, 
Indian real estate stocks are trading 
at premium to their NAVs—a situa- 
tion which is different from the 
overseas markets where realty stocks 
trade at a discount. *I don't under- 
stand these valuations. They seem to 
be slightly overstretched. Discount 
rates of 15 to 17 per cent on cash 
flows simply do not match the 
development risk that the investors 
are taking," says Landmark 
Holdings’ Gaurav Dalmia. 


Going Overseas 
The overseas markets also have 
caught on. In a follow-up of Ishaan 
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Alternate Investment Market (AIM) in 
London, several others are also 
planning to do the same. Not all 
believe AIM to be a good long-term 
funding option. Companies plan- 
ning to list on the exchange don't 
need to file financial reports with 
the exchange or regulators, as they 
would need to do in the US or India. 
This is in line with their smaller 
nature and growth potential of com- 
panies wanting to list there. There 
are no prerequisites of previous 
trading records or minimum market 
capitalisation. However, as Kishore 
Gotety of ICICI Ventures says, 
*Much will depend on the first few 


assets getting listed. These compa- 
nies will have to deliver on the 
promises they are making." 

Public equity may well be long- 
term capital, but on the flip side, it 
puts pressure on quarterly earnings, 
which is against the nature of the 
real estate business. But as the mar- 
ket gets used to real estate sector 
performance, valuations will refine 
themselves. Also, as the market pro- 
gresses, new and innovative funding 
structures will emerge. Though 
India is yet to allow Real Estate 
Investment Trusts, some compa- 
nies such as the Bangalore-based 
Embassy Group are believed to be 


exploring getting a REIT-like struc- 
ture listed on the Singapore Stock 
Exchanges. Jitu Virwani, the 
founder and MD of Embassy 
Developers, which has over 11 mil- 
lion sq. ft under its fold, couldn't be 
reached for comment. 

Meanwhile, India is likely to 
allow another listed instrument 
soon. The Securities and Exchange 
Board of India (SEBI) is expected to 
come out with guidelines on Real 
Estate Mutual Funds by the end of 
the year. So, one way or another, 
capital will find its way into the 
market—as long as the sector 
continues to boom. 





Is there a Shakeout Ahead? 


The construction boom has resulted in a massive shortage of man, 
material, and machinery, and some builders are already feeling the heat. 


5 DOMESTIC REAL ESTATE 

developers, listed and un- 

listed, subject themselves 

to the discipline desired by 
their investors, their plans and de- 
livery schedules are going to come 
under harsh scrutiny. And, why 
not? They are ramping up like never 
before. *Over the next two years, 
many of them will have to deliver 
what they have not done cumula- 
tively over the past 10 years. Many 
of them are banking on steep rates 
of land acquisition and its conver- 
sion to developments going for- 
ward," says Kishore Gotety, 
Director, Real Estate Investments, 
ICICI Ventures. 

Any serious slip-up can derail 
the shining real estate story. Chances 
of slip-ups are many. Over the past 
two boom years, nationwide, the 
size and scale of real estate proj- 
ects has gone up substantially. Rapid 
ramp-up is putting severe strain on 
the resources available to the sector. 
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Careful, men at work: Any slip-up in execution by developers could prove fatal 


“Availability of raw materials and 
quality of manpower is a challenge 
across the industry,” says Pranav 
Ansal of Ansal Properties and 
Infrastructure, adding that the 
smaller players in the industry are 
getting affected more than the larger 
ones, who have economies of scale. 

Perhaps one of the most difficult 
impediments to overcome is the 
shortage of human resources. There 
is a painful dearth of trained archi- 
tects, designers, planners, project 
managers, engineers, contractors, 
skilled and semi-skilled labour in 
the industry currently. “And it is a 
shortage that is likely to continue for 
another few years,” says Dhiraj 
Singh, Country Head, Laing O'Ro- 
urke (LOR). Such is the grim shortage 
in the industry that UK-based LOR is 
planning to set up a training institute 
in Delhi for assured supply of qual- 
ity manpower. Earlier this year, LOR 
had formed a joint venture to exe- 
cute DLF's new projects. With this ЈУ, 
which has nearly 1,000 people on 
its rolls, DLF has tried to ensure a re- 
liable delivery partner for its ambi- 
tious plans. Other developers such 
as Unitech outsource their con- 
struction. Here again, the smaller 
developers are hit worse. 

Another crucial factor will be 
the availability of capital. RBI regu- 
lations like stricter provisioning and 
increased risk weightage norms on 
commercial real estate, has increased 
the cost of property financing. 
“Interest cost for developer funding 
has gone up by 300-400 basis points 
over the last one year," says 






The flip side: Small players are more 
likely to be affected by labour crunch 


Mumbai-based Akruti Nirman's 
Vimal Shah. More importantly, RBI 
has also come down heavily on 
funding land acquisition, arresting 
the self-feeding capital cycle. And 
not many developers have ready 
cash to fund more acquisitions, or 
even their present commitments if 
customer confidence in the builder 
declines. Says Unitech's MD, Sanjay 
Chandra: *Many developers do not 
realise what it takes to deliver. Every 
one of them has sold, but how 
many of them have put a brick to 
the land? It is shocking. That is the 
scary part about the market. Today, 
everyone wants to be a developer." 

Well, it won't be for long. In 
this over-arching environment of 
scarcity, execution will not only be 
the key risk, but it will also be the 
main differentiator, separating the 
men from the boys ruthlessly. Going 
forward, developers would need to 
become specialised and systematic as 
quality gets a premium. “As land 
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prices escalate and margins decline, 
developers will have to provide value 
addition," says Shah of Akruti, which 
is building a mechanised car park in 
its new residential building. 

The smarter developers are al- 
ready planning to raise equity to 
finance future growth. But the ab- 
sence of a clear professionally-run 
corporate structure could sharpen 
capital constraints. At present, most 
of them are single-city or regional 
builders, typically family-owned 
businesses run by one person, with 
single-asset types of development. It 
will be difficult to transition from 
that level. Some developers may 
well sell out to bigger developers. 
That process has already begun. 
*We have already received some 
offers from developers who have 
not been able to deliver," says Ansal. 
“They had problems with costing, 
accounting, were not able to accu- 
mulate land and did not get the 
right kind of people—architects 
and contractors. Another year or 
two down the line, more such cases 
will crop up,” he believes. 

This kind of consolidation may 
well decide the industry structure 
a few years hence—some 8-10 dom- 
inant large, pan-Indian developers 
and a second tier of numerous de- 
velopers could still continue to 
thrive. Given the local nature of the 
business, the one-project developers 
will continue to thrive. “Larger proj- 
ects will allow the large developers to 
grow faster than the industry,” says 
an optimistic Chandra. So, pick your 
builder with care. 
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Real Estate and Reforms 


Despite the boom, the real estate industry continues to be fragmented 


and murky. Good news: Changes are in the offing. 


F YOU THOUGHT REAL ESTATE 

WAS catching the high tide in 

terms of fund flows, then think 

again. Were it not for a few 
snags, the industry could be 
attracting far more capital. Topping 
the list of impediments is the 
opaque nature of the business in 
India. “The challenges of invest- 
ing in Indian real estate relate to 
transparency, limited market history 
and forecasting difficulties, as well 
as title complexities and imperfec- 
tions,” says Kurt Roeloffs, Head, 
RREEF Asia Pacific. Ownership 
records and land titles are one of 
the biggest blind spots in property 
valuations. Further, there is no title 
insurance in the country. Title 
insurance, as the name suggests, 
guarantees against massive losses 
in case of a faulty title. While 
domestic funds are able to negotiate 
these issues, foreign funds too are 
learning to handle them. 

One interesting fall-out of such 
intense scrutiny by global and do- 
mestic funds is that transparency 
in the market is increasing. Acco- 
rding to a global transparency index 
evolved by realty consultant, Jones 
Lang LaSalle (1), India stood at 
#41 this year in a list comprising 
56 countries—its rank unchanged 
since 2004. On a scale of 1-5, with 
a score of 1 showing highest trans- 
parency, India's transparency score 
was a low 3.46. However, as India 
was among the top 10 countries 
(the 10th though) in showing the 
largest improvements, it moved 
from *low transparency" status to 
the band that includes “semi-trans- 
parent" countries. A flood of ma- 
jor retailers and other MNCs look- 
ing to capitalise on India's recent 
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exceptional economic growth, plus 
an increasing presence of interna- 
tional property consultancies, have 
significantly improved the qual- 
ity and availability of market in- 
formation across all sectors," the 
JLL report says. 

As more transactions between 
foreign firms and local developers 
get done, the general accounting 
and reporting processes are 
expected to improve, since the local 
firms will need to start matching 
global reporting benchmarks. The 
public offers by real estate devel- 
opers and the attendant disclosure 
norms will also lead to more 
information about real estate assets 
being released into the market. 
Similarly, the introduction of real 
estate mutual funds will aid the 
process further. 

The opaqueness is evident in 
customer sales as well, where the 
rampant malpractices are signifi- 
cant enough to inhibit demand. 


MCD on the prowl: Illegal buildings are symptomatic of the industry malaise 
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Issues such as cost of property 
related to built-up, super built-up ar- 
eas or carpet area have created a lot 
of confusion in the market. Land 
use issues, as evidenced in the seal- 
ing drive in Delhi, are pointers to an 
overall lack of urban planning. 
Stamp duties and archaic laws such 
as Urban Land Ceiling Act and Rent 
Control Act need to be rationalised 
or scrapped. However, as with 
many other institutional reforms, 
much of the initiative rests with the 
state governments. 

Even as the government talks 
of a real estate regulator, many in 
the industry are wondering what 
will be its terms of reference. 
"Considering its importance in eco- 
nomic growth, foreign direct 
investment and employment gen- 
eration, it is high time to have a 
federal regulator for the sector," 
says Cushman & Wakefield's 
Verma. Fortunately, he won't have 
to wait for too long. Ш 
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There’s enough credit available to spawn a new 
generation of mega-borrowers. How not to get 
overburdened with debt? AMIT MUKHERJEE 


URGAON-BASED BARNALI 
and Debraj Mazum- 
dar were saddled with 
a sudden debt crisis 
after the latter met 
with a near-fatal accident while trav- 
elling to New Delhi. Already bur- 
dened with a home and a car loan, 
the Mazumdars dipped into their 
meagre savings to fund Debraj’s hos- 
pitalisation bills, but fell short by 


Rs 1 lakh. Out of desperation, 
Barnali funded part of the bill with 
another loan—a no-questions-asked 
personal loan. The result: the Mazu- 
mdars are now paying monthly in- 
stallments of over Rs 35,000. 
What's worse, with Debraj bed-rid- 
den and Barnali the only earning 
member for now, the Majumdars 
are facing a debt crisis. 

Gaurav Taneja, 31, a Mumbai- 


based marketing professional, 
bought a house for Rs 55 lakh, 
partly financed through a bank and 
by borrowing about 50 per cent 
from friends. Taneja's repayment 
to the bank and his friends strips 
him of about 80 per cent of his in- 
come, leaving little in hand to take 
care of his personal expenses. 
What do these folks have in 
common? They are overwhelmed 
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Kaustav Dhar (В), 33, and Ananya, 31, financed a house and car three years back through 
some expensive borrowings. But as incomes grew, they increased the EMI payables to reduce 
the outstanding tenures. It's been tough, but worth it. 


with debt—the former due to an 
unfortunate circumstance and the 
latter by overspending. That leaves 
little or no room for investing 
money or saving cash. More im- 
portantly, it also leaves them both 
increasingly vulnerable to a further 
credit squeeze. 


Easy Money 

These days getting credit is easy. It 
wasn't too long ago that you re- 
ceived a cold call from a call centre 
announcing a better rate for you, 
was it? [n such situations, it's easy to 
get tempted and go for a loan even 
when not needed. Banks started 
pushing retail credit aggressively 
six years ago, bombarding you with 
different schemes for housing or 
car loans and at the same time in- 
troducing innovative and flexi-pay- 
ment plans to make the repayment 
seem easy on you. Off late, it's the 
no-questions-asked personal loan 
that is gaining popularity where 
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banks promise instant cash up to 
Rs 10-50 lakh within 24 hours—all 
with the intention of getting your 
business, but perhaps unintentionally 
driving you deeper into debt. 

Little wonder then, the loan 
numbers from the Reserve Bank of 
India tell a startling tale for the bor- 
rower. Home loan outstanding 
surged by 44 per cent to Rs 
1,86,429 crore, while credit card 
debt zoomed by 59 per cent to Rs 
9,177 crore and education loans 
nearly doubled to Rs 10,057 crore, 
as on March 2006. 

But the truth is that debt re- 
payments can sometimes go awry, 
and that's what you should take 
care to avoid. Much of the bor- 
rowing community today seems ill- 
prepared to deal with an emer- 
gency like losing a job or meeting 
with an accident. *High-paying 
jobs are available and people are 
getting fatter salaries and can afford 
to pay their loans," says Mumbai- 
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Credit Society 


Indian households are borrowing more. 
1,86,429 


128,728 
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based financial planner Gaurav 
Mashruwala. *But one should re- 
member that factors like economic 
slump, retrenchment and lay-offs, 
health problems and even accidents 
leading to handicaps can rally 
through things getting out of gear," 
he continues. “It can be painful 
when people lose their job and are 
unable to make payments. The sit- 
uation is much like companies un- 
able to service debts due to a de- 
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crease in revenues in a slowing 
market. That harms the image." 

Even RBI Governor Y.V. Reddy 
acknowledged on the bank's Foun- 
dation Day in September that a 
debt trap could be lurking some- 
where. *With the changing growth 
dynamics of the economy, it is not 
difficult to envisage situations where 
certain segments of the population 
become susceptible to excessive 
borrower optimism or even to vi- 
cissitudes in the economic envi- 
ronment. Such susceptibility could 
also arise from unforeseen shocks 
or emergencies that make repay- 
ment difficult." 

But given that in this day and 
age, debt has percolated into our 
everyday lives, it's better to manage 
debt prudently than to allow it to 
snowball into a crisis. 


For Needs Only 

The first rule, as they say, is the 
cardinal one: avoid borrowing. Till 
a couple of years back, Indians were 
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"Loans ought to help you buy only basic 
items of necessity and not luxury products" 


Gaurav Mashruwala 
Mumbai-based Financial Planner 
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quite averse to borrowing, 
preferring instead to save for a 
house or a car. Even buying white 
goods like a TV or a scooter was 
carefully deliberated. But the trend 
is slowly beginning to change. 

If you have to borrow, make 
sure that it's for a necessity and not 
luxury. Home buying perhaps falls 
into this category. The rate of in- 
terest on home loans is the cheapest 
at around 9 per cent per annum 
and combined with tax breaks on 
interest costs, the effective rate re- 
duces to around 6.3 per cent in the 
highest tax bracket for a loan of 
up to Rs 17 lakh. Says financial 
planner Mashruwala: *Loans ought 
to help you buy only basic items 
of necessity and not any luxury 
products. It's always advisable to 
go for loans to buy items of neces- 
sity and get out of the loan at the 
earliest." 

You can also add loans to build 
assets, rather than fritter the money 
away on a holiday. If possible, try to 


Mukesh Gupta 





gauge the returns from the assets 
you are building, which should ide- 
ally be more than the interest cost of 
the loan. 

For most, perhaps, a car is a 
luxury, but for the select few for 
whom a car is a necessity, it's pru- 
dent to keep the borrowing down to 
minimum, and pay off the loan as 
quickly as possible. Although car 
loans don't cost too much, with ef- 
fective rates hovering around 10 
per cent due to discounts, cars are 
depreciating assets and, therefore, 
the lesser you pay for them in over- 
all interest costs, the better. 


Keep an Eye on Liabilities 

Usually when people borrow, they 
focus on the monthly installment 
and whether they can afford to re- 
pay it, instead of looking at the en- 
tire liability holistically. It may be 
cheaper to look at a Rs 13,495 
monthly installment rather than the 
Rs 15 lakh home loan behind it. 
But compare the loan to assets 
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“One should not take a home loan where the 
EMI exceeds 40 per cent of the net salary" 


Director, Wealthcare Securities 
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| | rather than against monthly 
installments. Says Mashruwala: 


“Individuals are often borrowing in 


a manner whereby their outstanding 


liabilities are much more than 50 ^ 


per cent of their assets." Ideally, if a 
person has assets worth Rs 40 lakh, 
his net loan principal should not 
exceed Rs 20 lakh, a rule which 
only a few tend to follow. 


Assess What you Can Pay | 

Housing finance companies have a 
thumb rule beyond which they will 
not finance your house: the monthly 
installment should not exceed about 
40 per cent of your net take home 
income. “One should not take а 


home loan where the ЕМІ exceeds 


70.0 per cent of your net salary,” 
SQ says Mukesh Gupta, a Delhi-based 
wealth manager and Director, 





© Wealthcare Securities. So, if your net 


. package is around Rs 50,000, your 

“EMI could go up to Rs 20,000: But 

‘individuals often add a car loan and 
some credit card outstanding to 
their loan amounts and the overall 

`. . repayment exceeds 60-70 per cent 

: of the net package. 
` Mashruwala prefers to err 





on the side of caution with good — 


reason. “EMI of all loans combined 
should not exceed 20 per cent of 
your earnings, unless there is a home 
loan. With a home loan, all the: 
.. EMIs combined should not add up to 
40-45 per cent of your monthly 
cash inflows.” 
Sometimes increasing your 
monthly installment can go a long 


Rules for Smart Borrowing 


When taking a loan, do not lose sight of basic principles 


way in re ducing your liabilities 
quickly. Ananya and Kaustav Dhar | 


a home loa: Müshrüwila says one Е 


should not hesitate to repay a loan, 
even if there are penalties for pre- 
payment. “The word penalty sounds 
unpleasant to many, but the numbers 
when matched would definitely 
point to more consoling results.” 
In the initial years, a significant 
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Performance Pays 


Not all equity mutual funds outperform the markets. Here’s what 
made the successful ones tick. MAHESH NAYAK 


HEN MUTUAL FUND DIS- 
tributors sell funds, they 
usually quote the past per- 


formance of the fund. True, all but 
one equity fund have given positive 
returns ranging between one and 53 
per cent since January this year. In 
bull markets, especially this one 
with all but a few stocks rising, it’s 
no secret that most equity fund in- 
vestors would have made money 
for investors. But the real test of a 
fund manager’s stock-picking skills 
can be gauged only when the funds 
they manage outperform the major 
market indices. 

Looking at the past perform- 
ance over the last year, the returns 
story seems far from ordinary. Most 
funds have turned out ordinary 
performances as out of 128 diver- 
sified equity funds, only 18 have 
managed to beat the Sensex, or 
about one in seven funds have 
beaten the Sensex. In other words, 
the chances of you being in an out- 
performing fund at the beginning 
of the year would have been just 14 
per cent. But since the time the 
market began to rally from June 
(after the crash), about 36 out of 
128 funds have outperformed the 
Sensex. Says Hemant Rustagi, Chief 
Investment Officer, Wiseinvest Adv- 
isors: “Rising large-cap stocks have 
been the main reason for under- 
performance of most funds.” 

This year, till date, the Sensex 
has been volatile, but the overall re- 
turns have been encouraging. From 
a level of 9,400 in the beginning of 
the year, the Sensex surged to 
12,671 on May 11, but selling pres- 
sure on concerns of rising oil prices 
and interest rates brought the index 
down to a level of 8,800. However, 
impressive corporate performance 
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“Funds with high concentration 
over large caps have remained in 
limelight” 

R. Swaminathan, Associate Vice President 
& National Head (Mutual Fund), IDBI Capital 





“Rising large-cap stocks have 
been the main reason for under- 
performance of most funds” 
Hemant Rustagi, CEO, 

Wiseinvest Advisors 


Ringside View 


e Sixty-two out of 124 funds were outperforming till May 2006 in the first market rally 

e But only 18 funds have managed to outperform the Sensex to date this year = 

ә Last year, equity funds returned an average of 28 per cent, lower than 41.5 per cent of the Sensex 
© Only 11 funds managed to beat the markets consistently over the two market rallies and 


overall during the year — 





e Funds that had an exposure to infrastructure ‘and engineering sectors and large-cap | 


companies came out trumps 


pulled back the Sensex to its all- 
time high of 13,678 levels. 

If performances in both the ral- 
lies between January and May and 
from June to October and the year- 
to-date performances are consid- 
ered, only 11 funds have come up 
trumps (see Top Performers). These 
11 funds rose more than 42 per 
cent since the beginning of the year 
and over 49 per cent since the 
Sensex low of 8,799, beating the 


broad-market index. One key as- 
pect which went in favour of these 
funds was their exposure to the 
right sectors and stocks last year. 
“Funds with high concentration 
over large caps and infrastructure 
funds have remained in limelight,” 
says R. Swaminathan, Associate 
Vice President & National Head 
(Mutual Fund), ipbi Capital. 
Some funds that have managed 
to outperform the market are the 
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Чага Infrastructure Fund, which 
- has predominantly invested in the 
infrastructure space, a favourite 
segment in the market in recent 
times. Tata Infrastructure's over- 
all performance since the begin- 
ning of the year has been 52 per 
cent. This was followed by Reliance 
Regular Saving Fund and Franklin 
India Opportunity Fund. Both of 
them have delivered an overall 
return of 52 per cent each. In fact, 
these funds also made a strong 
comeback, gaining 55 per cent, 63 

| per cent and 70 per cent in the 
„з recent: market bounce back (see 
Top Performers), thus improving 
their overall performance this year. 
Much of the gains in the last 
year have come from the large-cap 
Space. For Tata Infrastructure Fund, 
1° out of the 55 stocks (corpus size of 
See Rs 920. 5 crore), the top 10 stocks 
accounted for 39 per cent (Rs 373 

~ crore) of the total corpus of the 
fund. BHEL, L&T, Siemens, Grasim 
Industries, ACC, Reliance Industries 

. and Gujarat Ambuja Cements are 
= some of the top picks in the fund. 
.. On the contrary, for Reliance 
egular Saving Funds, the top 10 

unt for 69 per cent (Rs 
79 crore) of the total corpus of Rs 
115 crore. The fund has gained 
mainly due to its holding in Infosys 
‘Technologies, Reliance Industries, 
UP. ‘Tes, HU, L&T, Ashok Leyland and 
















rformed the Sensex 
sure towards large 


Top Performers 









Figures are returns in per cent 


cap stocks and in stocks related to 
infrastructure. “This clearly indi- 


cates that investors have to diversify 
their portfolio such that they should 


always be in a position to participate 


What To Do Now? 


But there’s a caveat: past per- 






strategy in this market is to stay 


around three years and invest reg- 
ularly. Also, looking for the next 
out-performer is easier said than 
done as active fund managers 


could change their stock allocations 


depending on their outlook for 
stocks and sectors. 


Eleven out of 128 funds have trul ly riko tweed the Sensex. 


companies, there’s a big chance 
. that funds that have a favourable - 
| sector exposure towards core econ- | 


in the market upside," says Rustagi. оту sectors like infrastru: 


invested for a longer period of say . 


generations weren't fortunate 








Source: mutualtuadsindía cain 









But as the market is expected to 
favour the larger, but higher growth 












gineering and con 
could do well in the 


to the ones that have 
formance is never an indicator of . sto 
the fund's future performance. 
Besides, investors can never really. 
time the market and hence, a good . 


ocks on the growin 
should be a reasonable str 


gy 4 
investing in funds, Says Nilesh 
‘Shah, сю, Prudential iCcici: “Our 


generation is indeed quite fortu- 
nate. We are able to participate 
in the bull run that our previous 






enough to witness. The strong 
economic growth will drive the 
market, investors should remain 
calm and stay invested in the right — 
sectors and stocks." 








ICICI Bank Credit Cards. India's First Free for Life Credit Cards. 
Because free is the way to be. 


Free for Life™ | 


ICICI Bank 
Credit Cards 


Te apply, visit wweriricibank sum or SME CARD «YOUR CITY> to BFR, 








‘fam то page 176. 


—— 
Conditions арр 








wr , = = t 


bt money 


The Hot Sectors 


The markets are making new highs and the bulls don't mind. A look 
at what's in store. CLIFFORD ALVARES 


NE DOESN'T HAVE TO LOOK 
far for reasons for this bull 
market because that's no 


secret: foreign investors. This is the 
fourth straight year they have inv- 
ested more than $8 billion 
(Rs 36,000 crore). Besides, new for- 
eign investors are coming in droves 
with as much as 171 new registra- 
tions this year taking the count of 
foreign investors to 993 till date. 
With more buyers, valuations 
continue to expand. At last count, 
the market was hovering at a P-E of 


June 14, '06 Current* 


Bankex — 40172 69956 741 
Teck 20511 34846 699 
Ir 30435 50659 664 
Ѕепѕех 89294 — 13430,7 50.4 
Capital 577] 86504 499 
Goods A ER E: E 
018 баз 44159 61312 388 
Metal 65128 8549 318 
Consumer 2,426.2 31944 317 
Durables | 

Healthcare 2,827.7 3,6647 29.6 
Auto 40291 — 51848 _ 287 
FMCG — 15938 — 1990 249 


Returns in per cent — *As on November 20, 2006 
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22.57. By contrast, on May 10, 
before the crash, the FE was a touch 
lower at 22.15. Despite talk of 
overstretched valuations, with huge 
fund flows into the market, they 
don’t seem to be much of a hin- 
drance. Says Jigar Shah, Vice 
President, KR Choksey Securities: 
“There’s liquidity that’s driving this 
market. Earnings growth has been 
captured in the valuations.” 


All Round Growth 


The spotlight continues to remain 


MEDIA 


Lower valuations and rising credit offtake 
propelled bank stocks 

Media and telecom stocks are expanding 
businesses 


This evergreen sector continues to grow rapidly 


Continues to log new highs 

Rising capex has driven order books to 
high levels 

Lower oil prices and oil bonds have 
benefitted the sector 

Stable metal prices and good valuations 
have propped this sector 

Rising volume growth and cheaper 
valuations were key 

Smart turnaround in fortunes of frontline 
pharma companies 


Consumers are demanding more cars and bikes 


Pricing power is coming back and 
rural growth is strong 


on the large caps as foreign investors 
prefer the more stable and liquid 
counters. But this market has also 
been as much a sector story as it 
has been a large cap story. The core 
economy sectors such as cement, 
steel and engineering have been 
gaining ground on the back of new 
opportunities in the construction 
space, particularly as new highways 
and real estate development projects 
get commissioned. Sectors that have 
fuelled the rally are the banking 
sector, the convergence stocks, 






Т 
FII inflows are strong. 








1149 р 
July '06 E 
Figures in Rs crore Source: RBI E 































é nology services companies and 
` capital goods. 

— ` Since June, the BSE Bankex has 
been the star performer giving 
returns of 74 per cent, as against 
the Sensex's 50.4 per cent (see The 
Buzzing Sectors). Next up was the 
BSE teck index, comprising tele- 
com, media and IT companies, 
which returned 70 per cent driven 
by consumption and outsourcing. 
The evergreen IT outsourcing sector 
continues to attract investor atten- 
tion-as a large number of high- 
priced outsourcing deals take place 
propping the BSE IT index by 
66 per cent. 

Among the notable laggard to 


the Sensex is understandably the 


oil and gas sector, which has been 


; bogged by the high oil prices and 
^ the subsidy burden. With the 


.. issuance of oil bonds, however, the 


isset pee die E A Rb guit eni 


Î NEWS ROUND-UP 


_ Jobs to Riches 


[175 BEEN A DREAM DEBUT FOR 
Info Edge, the company that 
runs job site naukri.com. On 

2 ће first day of listing, the stock 

7 closed at a towering Rs 594, land- 

.. ing its investors a whopping 85 

рег cent gain on the offer price 
; of Rs 320, pushing its market cap- 
ца п to Rs 1,621 crore. Ву 
re nues for FY 2006 
















1: 3 29 crore last year, 
the company’ s historical price 
“earnings ratio stands at 122 times. 


<.: But the fast-growing jobs portal 


could see profits double each year 
for the next two years, which 
should result in a р-Е of about 60 
times for FY:2007 and 30 times 
FY 2008. Is this too high? 
_... For starters, Info Edge is the 
- first online portal to offer shares 
гла India and it received a fabulous 


sector has recovered, and the BSE Oil 
& Gas index gained 38 per cent. In 
the bottom of the heap, the FMCG 
sector has gained 25 per cent in 
the last five months. 

This bull market started in met- 
als and commodity stocks where 
the increased prices resulted in 
improved performance of these 
companies. Slowly but steadily the 
rally trickled to other sectors such as 
auto and construction and then the 
engineering segment. Part of the 
rally lately has been fuelled by the 
growth in the banking business. 
Credit offtake has been strong this 
year at 28 per cent growth year- 
on-year, besides valuations were 
low in the single digits. 

Over the next few months, 
though, it's necessary to put a finger 


on the sectors that could perform 


better. As the « Senna is growing 


S | Info Edge (ead: Naukri) makes a splash on listing. Is the valuation too high? 


response to its IPO which was 
oversubscribed a whopping 56 
times, as is the craze. overseas 
with online companies. The com- 
pany owns the job portal 


‘naukri.com,. which runs online 


classifieds. and also earns sub- 
scription revenues: for its. data- 
bases. Job search is among the 
fastest growing businesses and it 
contributes more than 90 per cent 
of the company’s revenues cür- 
rently. Besides, it is also investing 
in new ventures Jeevansathi.com 
(matrimonial site) апа 
99acres.com (real estate site). 
Since. the company is debt- 
free and there are no variable or 
production costs, the operating 
margins of such businesses are 
high. Says Rishi Maheswari, 
Research Analyst, Networth Stock 
Broking: *For a company like 





strongly, some sectors: coul 
potential money spinners thàn o 
ers. The trick, of course, is to figure 
out from which companies the earn- 
ings momentum appears strong. In 
some cases, such as constru 
and engineering, the answer 
order books. Besides, some sec 
that are a play on consum 
could prove to be potential win- 
ners. Rajesh Jain of Pranav Securi 
prefers aviation and me 
aviation and media secto 
attractive,” says Jain, adding, “С 
the next three years, it's a good. 
market to be invested іл." ^ 
Once you zoom in on à sector 
look for signs of undervaluati 
and earnings expansion in spe 
stocks and then narrow down to: 
select few companies from abou 
six-to-seven sectors, It’s one of t 
ways forward. 









Edging Higher 





this, there are по variable costs 
and it’s a growing business, so it 
can command a higher valuation,” 
But there’s also a lot of media 
frenzy with similar online com- 
panies overseas and much of the 
future returns for shareholders 
will depend on how earnings 
growth pans out. 

CLIFFORD ALVARES 
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The Threat of Phishing 


A guide to beat net fraudsters who're fishing for your finances. T.V. MAHALINGAM 


KALYAN CHAKRAVORTY 


TS INNOCUOUSLY CALLED PHISHING 
but this internet fraud can clean 
out your bank account. Phishing 
is the latest scam perpetrated by 
fraudsters who send e-mail mes- 
sages to glean personal informa- 
tion like internet banking user IDs, 
passwords, credit and debit card 
numbers, and other bank account 
information from users. Using this 
information, the fraudsters access 
bank accounts and subsequently 
transfer the money out of them. 
What's more disturbing is the 
fact that this form of online fraud has 
caught up in India. According to 
PhishTank, an anti-phishing service 
started by US-based OpenDNS, India 
belongs to the axis of evil of phishing 
websites. India hosts the third most 
number of phishing websites in the 
world (8 per cent) only preceded 
by the us (24 per cent) and South 
Korea (14 per cent). *The problem 
is very serious. Earlier fraudsters 
used viruses to cripple systems, but 
now they have gone smarter by foc- 
ussing their attacks on personal users 
for financial gain," says Manoj 
i, Head (Technology & 
Global Marketing), MicroWorld 
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Technologies. 

The fraudsters often approach 
unsuspecting victims through 
e-mails which purport to be cred- 
ible communication from banks. 
For example, State Bank of India 
customers recently received an 
e-mail which claimed to be a se- 
curity upgrade from the SBI’s cus- 
tomer service team. The fraudu- 
lent mail claimed that the bank 
was announcing a new security 
upgrade "for better and secure 
banking service, against any fraud- 
ulent activities." The mail further 
went on to state this: *Due to this 
recent upgrade, you are requested 
to update your account inf- 
ormation by following the refer- 
ence below." Often the mails and 
the sites they lead to have the look 
and feel of the bank. 

So, how does one avoid getting 
phished? Three simple thumb rules, 
says Madhabi Puri-Buch, Senior 
General Manager, ICICI Bank. “One, 
never type your ID, password or 
any other information on a site that 
you have not visited yourself. Two, 
use internet banking facilities only 
on a PC or a laptop that you nor- 





mally use or consider safe. And fin- 
ally, when in doubt, ask the bank,” 
adds Puri-Buch. She also adds that 
phishing attempts despite their reg- 
ularity are not causing serious fin- 
ancial damage as the customers are 
becoming increasingly aware. ICICI 
recently launched a campaign in an 
attempt to educate customers about 
banking securely. Banks are also 
beefing up their levels of security by 
asking users for details like mobile 
numbers, random digits of their 
debit card number, etc. 


а а.с асаа te TTR 


sa d 


* Available at Rs. 10 per unit (During 
NFO) plus applicable Entry Load 


eTax benefit under Section 80(C)* 


aou TAX to 67672855 V it www.dspmimutualfund.com _ | 


*Deduction of upto Rs, 1,00,000/- from total income in a financial year M u T U A " F 0 N D 








You may call the following numbers in your city - Ahmedabad Tel.: (079) 3002 2855, Вапда! оге Tel.: (080) 3052 2855, Chandigarh Tel: (01 72) 305 2855. 
Chennai Tel.: (044) 3918 2855, Cochin Tel.: (0484) 236 6686, Coimbatore Tel.: (0422) 653 2855, Indore Tel.: (0731) 301 2855, Kolkata Tel: (033) 3058 28 
Lucknow Tel.: (0522) 261 1070, Mumbai Tel.: (022) 6657 8000, Nagpur Tel.: (0712) 324 2855, New Delhi Tel: (011) 3041 2809-14, Pune Tel: (020) 3022 2865 
Secunderabad Tel.: (040) 3251 2855, Surat Tel.: (0261) 398 2855, Vadodara Tel.: (0265) 308 2855, Vashi Tel.: (022) 3918 2 





investment Objective: Open ended equity linked savings scheme, whose primary investment objective is to seek to generate medi "m te toin 
term capital appreciation from a diversified portfolio that is substantially constituted of equity and equity related securities of corporates, an 
to enable investors avail of a deduction from total income, as permitted under the Income Tax Act, 1961 from time to time. Asset Allocation 
(1) Equity and equity related securities: 80% to 100%; Of (1), investments in ADRs, GDRs and foreign equity securities: 0% to 2096; (2) Debt, securi 
tised debt and money market securities: 096 to 20% (Exposure to securitised debt will not exceed 1096 of the net assets of the Scheme), Terma 
of Issue: Rs. 10/- per unit (During NFO) plus applicable Entry Load . Min Investment-Rs.500/-. Investor Benefits & General services: During 
continuous offer, declaration of NAV, sale (at Purchase Price) and redemption (at Redemption Price, subject to completion of a 3 year lock-in 
period from the Date of Allotment of Units) on all Business Days with redemption payout normally within 3 Business Days. Load Structure: Entry- 
2.25% (for investments« Rs.5 crore) & 1% (for investments through SIP); Exit/CDSC-Nil. Statutory Details: DSP Merrill Lynch Mutual Fund 
was set up as a Trust by the settlors, DSP Merrill Lynch Ltd. (DSPML) and Merrill Lynch Investment Managers LP, USA. Sponsors: ОБРА, 
HMK Investment Pvt. Ltd. and ADIKO Investment Pvt. Ltd. (collectively)\(Liability restricted to Rs. 1 lakh). Trustee: DSP Merrill Lynch Trustee: 
Company Pvt. Ltd. Investment Manager; DSP Merrill Lynch Fund Managers Ltd. Risk Factors: Mutual funds, like securities investments, аге : 
: subject to market and other risks and there can be no assurance that the Scheme's objectives will be achieved. As with any investment in. 
securities, the NAV of Units issued under the Scheme can go up or down depending on the factors and forces affecting capital markets. Past 
performance of the sponsor/AMC/mutual fund does not indicate the future performance of the Scheme. Investors in the Scheme are not being 
offered a guaranteed or assured rate of return or dividend. DSP Merrill Lynch Tax Saver Fund is the name of the Scheme and does not in any 
manner indicate the quality of the Scheme, its future prospects or returns. For risk factors related to trading in derivatives and overseas 
investments, and other scheme specific risk factors, please refer the Offer Document. Please read the Offer Document and KIM (available 
at www.dspmimutualfund.com/ISCs/distributors)carefully before investing. __ 
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` Winter Wonderlands 








The Ice Hotel, Quebec, Canada 
виосет: Rs 4.5 lakh per head, $ 
including airfare 


Looking for the exotic and don’t mind the expense? Here 
are four of this season’s must-visits. DEEPTI KHANNA BOSE 


BUDGET: Rs 4 lakh per head, 
including airfare 

wien: November 1, 2006- 

February 28, 2007 

DURATION: 6 nights & 7 days 

THINGS то 00: Check out the Northern 
Lights, explore the wilderness of 
Lapland, visit the Ice Hotel and Ice 
Church and the Sami Reindeer Farm 
106 ON T0: www.swedenvisitor.com 


holiday planners are taking 

this season to heart with a host 
of adventures to soothe your 
palate, free-up your mind and 
tempt you with an ever-growing 
list of exotic holidays tailor-made 
to suit your wallet. There are 
plenty of holidays to choose from, 
if cash is not a constraint. 

But before you are lured into 
that ever-expanding list of holi- 
days, ВТ Money has looked into 
some of the most luxurious, indul- 
gent and unique vacation spots for 
you to visit this winter. These four 


]? TIME TO CHILL OUT. AND 
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unn 


neste 


destination spots have been cho- 
sen for two reasons: for starters, 
they are far removed from work 
and city-life, both for the mind and 
for the body, and secondly, though 
they are exotic, they do not cost a 
million dollars, but more in the 
vicinity of a few thousand. 

First up on our list is a six night- 
seven day Arctic adventure, which 
begins from the moment you land 
in Stockholm. The package includes 
a guided tour of the Swedish capital, 
flying to Kiruna on a quest to wit- 
ness the magnificent glory of the 
Aurora Borealis, a visit to the Ice 
Hotel and Ice Church in Jukkasjarvi, 
and a visit to the Sami Reindeer 
Farm for a day of fun and frolic 
with Rudolph and all his elk; the 
package also includes a fascinating 
tour of the Swedish countryside, 
castles and manors. All this and a 
fabulous memory to savour for the 
rest of your days, for the fairly 
princely sum of Rs 4 lakh per head, 


— a ol NK 


WHEN: October 31, 
2006-March 31, 2007 
DURATION: 6 nights & 7 days 
THINGS то 00: Take a chill 

pill, switch off and enjoy the 
experience 

LOG ON TO: 


www.icehotel-canada.com 
. 


£ 


including airfare. For more details, 
log on to www.swedenvisitor.com. 

Next up on our list, we zoom in 
to one of the most exotic, most 
unique, and most languid holiday 
destinations in the world. At app- 
roximately Rs 4.5 lakh (including 
airfare) per head, you can have the 
divine opportunity of spending 
six nights and seven days in a real 
life fairy-tale-winter-wonderland: 
The Ice Hotel, Quebec, Canada. 
The package includes a compli- 
mentary cocktail ‘in the rocks’ (in 
view of the fact all the beverages are 
served in glasses made out of ice!) 
every day, access to the Nordic- 
style Relaxation Space equipped 
with hot tubs and sauna, a hot bev- 
erage served in bed the moment 
you wake up, a full buffet breakfast, 
a new bottle of Quebec’s famous Ice 
Cider (in ice glasses) every day, and 
one of the most beautiful, fascinat- 
ing rooms you have ever seen in 
your life, considering that every- 
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Palace On Wheels 
| sunset: Rs 1.5 lakh per head, 
including airfare 

WHEN: November 1, 2006- January 

| 31, 2007 

| DURATION: 7 nights & 8 days 

| THINGS TO DO: Visit monuments and 

| palaces, elephant, camel & boat 

| rides and glorious sightseeing 

| LOG ON T0: www.palaceonwheels.net 


thing there is made out of ice, in- 
cluding the furniture. And of course, 
for all those who want to go skiing, 
the hotel will be only too happy to 
arrange it for you at actuals, For 
more information and bookings, 
log on to www.icebotel-canada.com. 

For those who don't want to 
stray too far from home, there's 
always the novel Palace On Wheels 


Before You Travel Overseas 


InterContinental The Grand Resort, Goa 
| BUDGET: Rs 1.45 lakh per head, 


on its splendid and enchanting 
royal journey through the bygone 
era of the erstwhile Maharajas. 
Though times have changed and 
the winds have shifted, the Palace 
On Wheels cruises along in royal 
style, the kind only the Maharajas 
of yesteryears could have perpetu- 
ated and enjoyed. The package in- 
cludes full catering (it has a world 
renowned menu and chefs), guided 
sightseeing tours in deluxe car- 
riages, entrance fees for monu- 
ments, elephant and boat rides. 
This perfect blend of relaxation 
and cultural activity comes with a 


e Carry addresses and phone numbers of Indian embassies of the countries you will visit 


e Take travel insurance valid for the entire trip 


e Fill in the contact details at the back of your passport for someone who can be contacted 


in an emergency 


e Be aware of immigration and customs controls of the country you are travelling to, including 


any necessary visas 


e Tell someone where you are going and when you expect to return; leave itinerary and contact 
details of where you might be in case of emergency 


e Take along back-up funds, such as traveller's cheques, some cash or credit cards 
e Buy a good travel guide that includes basic information on local laws and customs 
e Insure all your vaccinations are up-to-date; inquire about any other suggested medical 


advice by visiting your healthcare provider 
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including airfare 
мнен: November 1, 2006-March 31, 2007 
DURATION: 7 nights & 8 days 


THINGS TO 00: Visit churches & forts, be a beach- 
burn, sample the eclectic cuisine and night life 


|, FOR INFORMATION: Ask your travel agent 





price tag of Rs 1.5 lakh (including 
airfare) per person for seven nights 
and eight days; for more inf- 
ormation and for bookings, log on 
to www.palaceonwheels.net. 

And finally the perfect destina- 
tion for all seasons, but especially for 
winter—Goa. Here, we recommend 
the winter package at the 
InterContinental The Grand Resort. 
Set on 86 acres of lush elegantly 
landscaped beachfront gardens on 
the western coast of Goa, straddled 
between two rivers, it offers an 
880-metre-long exclusive beach- 
front, giving the resort a unique 
advantage of both seawater & fresh- 
water recreational opportunities. 
At Rs 1.45 lakh (including airfare) 
for seven nights and eight days, it’s 
definitely worth the money. The 
hotel’s exclusive virgin beach sports 
white sand, and every so often you 
will see a turtle coming on shore to 
nest. For those interested in a wild 
time, hey, it’s Goa, and the party 
scene is cool. For bookings and to 
avail the special winter package, 
contact your travel agent. 

So, for all you folks who can’t 
remember the last time you took a 
vacation, take your pick, book your 
trip, pack a bag, and go! 
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VALUE-PICK 


Thermax 
Power packed. 


Л S THE FOCUS ON EFFICIENCY INCREASES, MORE COMPANIES 
Аж opting for solutions that save costs. One company 
that provides comprehensive solutions in different areas 
such as waste heat recovery, water treatment and re- 
cycling, captive power plants, and is well poised to 
capture the growth coming its way is Thermax. Demand 
for captive power plants from the cement industry is 
strong while the steel industry continues to require 
waste heat recovery systems to improve efficiencies. 
Besides, with companies expanding capacities, Thermax's 
products such as boilers are finding more takers. 

In many ways, this company has pricing power for its 
products because of the stronger demand for its products 
from user industries. Thermax recorded sizeable increase in 
orders during the June-September quarter, pushing up its or- 
der backlog to Rs 2,973 crore, from Rs 2,670 crore in the 
previous quarter. Besides, this pricing power has also 
allowed the company to improve its margins to 13.7 per cent 
in the second quarter (Sept. 2006), which can be sustained 
with prices of raw materials such as steel fairly stable. 

Besides, the company's low gearing has resulted in 
high returns on capital at over 40s. That, combined 
with the proposed investment of about Rs 400 crore, 
makes the stock look attractive at these levels. At the cur- 
rent price of Rs 343, it's quoting at around 24 times its 
FYO7 earnings. Says Priyanko Panja, Vice President, 
Edelweiss Secuirities: "It is at the centre of corporate cap- 
ital expenditure which is taking place in the economy, with 


Capital for Markets 


RBI's new norms on capital exposure are 
unlikely to affect markets. 


ROM JANUARY 1, 2007, BANKS THAT HAVE 
Е: exposure to the capital markets 
may have to change the way they finance 
the capital market. The Reserve Bank of 
India (RBI) released new norms for banks 
saying that the aggregate exposure of a 
bank to the capital markets should not exc- 
eed 40 per cent of its net worth. But the 
new norms aren't likely to impact the 
capital markets in any significant way. 

There aren't too many public sector 
banks that fund capital market opera- 
tions, and those that do are some of the private players. 
Hitherto banks were allowed to lend up to 5 per cent of 
their total advances to fund capital market operations, with 
the new norms the advances to the capital market segment 


SAPTARSHI BISWAS 
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Surging Demand 
Drives Profits 


Price (Rs) 366.5 
EPS (Rs) 12.36 
Face value (Rs) 2 
Market cap (Rs cr) 4,367.1 
P-E 29.60 


Dividend yield (%) 0.90 





Figures in Rs crore 
M Revenues 8 PBDIT iNetprofit — Source: Prowess; Unconsolidated 


SHARE PRICE 





392.1 
April 13, 2006 


a high demand for its products.” 
Over the long haul, there is considerable scope for the 
stock to appreciate making it a good addition to the portfolio. 
CLIFFORD ALVARES 


are likely to reduce. But the market observers 
are unperturbed. Says Rajesh Jain of Pranav 
Securities: “The market does not depend on 
such small funding. Earlier this year, margin 
funding for brokers was withdrawn but that 
did not affect the market” 

Those looking for IPO finance may 
have to contend with a lesser amount. 
Banks will not be able to finance IPOs 
worth more than Rs 10 lakh per indi- 
vidual. Besides, loans against shares or 
debt overall is restricted to Rs 20 lakh. 
What's more, banks have been directed to 
get a declaration from borrowers detailing 
loans and advances against shares to 
ensure compliance to the new rules. If you 


have borrowed heavily against shares, you have to 
pare down your exposure. But for markets overall, its 
business as usual. ш 


CLIFFORD ALVARES 
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Great range of the mercerized Greg Norman premium polos. (MRP Rs.799/-) 





igest India - the нап edition of tlie v wor 
selling golf magazine provides vital tips 
ег on how-to play better golf. 
ts on picking the right equipment and 
um out of them. Precious knowledge: 
rent golf courses around the world 
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HUNTING JOBS 


ГГѕ Never Тоо Late 


Moving from the Old Economy to the IT sector is no longer impossible, 
but be prepared to head back to the classroom. RAHUL SACHITANAND 


Crossover Checklist 
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S THE INDIAN IT INDUSTRY CONTINUES ON ITS 
rapid evolution (pardon the apparent oxy- 
moron), tech companies are finding it 
imperative to hire people from other, non- 
Ir related sectors. Software engineers have 
been the industry's staple diet since its inception, but its 
transition up the food chain means that those employed 
in Old Economy industries, ranging from oil and gas to 
manufacturing to telecom to banking, are all being 
hired in droves by the rr industry. So, if you're looking 
to join the IT industry, don't fret about your academic 
qualifications and work experience. *Domain experts 
constitute 10 per cent of our headcount and we have 
developed programmes to help ease them into the IT 
industry. This includes a three-to-five day residential 
programme for some senior managers at IIM, 
Bangalore," says Aquil Busrai, Executive Director 
(Human Resources), IBM India. From operating in 
markets with a narrow focus, domain experts have 
to quickly get used to working in a global industry; they 
very often move from internal operations to func- 
tions that involve criss-crossing the globe on crucial cus- 
tomer-facing engagements. That's only the beginning; 
it’s a completely different work environment (you 
can't pack up at 6 p.m.) and you're expected to be onl- 
ine and available all day, and often, all night. 
Ranchhod Yagnik, 53, Industry Solutions Leader 
(Chemicals & Petroleum), Global Business Solutions 
Centre, IBM India, made the transition from oil & gas 
(where he spent nearly 30 years) to rr in 2004; he has had 
to go through several project and people management 
programmes. “I have several project and people res- 
ponsibilities at IBM, so I’m taking several certified project 
management courses online and in the classroom," he 
says. Yagnik has worked with companies such as Indian 
Oil, Reliance Industries and GAIL, and says the training 
programmes helped him get used to the dynamics of 
working in the rr sector (compared to the relatively 
sedate petrochem industry). While programmes relating 
to the use of technology tools (to create proposals for a 
client or a case study for a successful implementation) can 
be undertaken virtually (using e-learning tools), some 
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others required Yagnik to take part in two- or three-day 
programmes, including one from the Pennsylvania- 
based Project Management Institute, which is a globally 
recognised certification of a person’s experience and 
knowledge of project management. 
Patni Computer Systems has a three-tier programme 
to induct non-IT pros into the company, says Milind 
Jadhav, the organisation’s Senior Vice President & 
Head (HR), adding that these cover a range of technical 
and soft skill areas. “At the junior level, we have a non- 
IT to IT transition programme, at the mid-level, we 
have one for business analysts (MBAs from the Old 
Economy) and at the senior level, we have a pro- 
gramme for solution architects (who don’t actually 
write the software code for an application or pro- 
м gramme but create a blueprint for code jocks to follow 
while working on a project). The first programme 
trains non-tech people to become software engineers. 
“It runs for 10-15 hours a week for five months,” 
says Jadhav. The rr industry, however, derives the 
maximum benefit from cross hires at the senior level, : 
where they add industry-specific value to projects. “Our customers demand that we talk their language— | 
“We train them to align their skills to the require- Ё {Й specific segments within specific industries” 
ments of Patni and the rr industry,” he says. “These exp- i i | 
erts don’t actually write code, but their inputs are crit- N. Radhakrishnan/ Director/ Cognizant Technology Solutions 
ical while solving some of the business problems that 
technology tries to address,” he explains. 

According to Busrai, training and orientation pro- 
grammes usually cover some very basic skills necessary 
for working in this sector (safety precautions while 
handling a printed circuit board, for example); they 
also impart some soft skills such as negotiating tech- 
niques, understanding alien cultures and making pre- 
sentations; they also include a few tougher, cus- 
tomised, domain-specific programmes where the 
company connects subject matter expertise with the 
technology offered by ївм. “Domain experts only 
know one subject and they know it well. We provide 
them with a platform to influence decisions in these 
areas,” he says. And, of course, having a domain 
expert on board adds credibility when pitching for 
contracts in some industries. Domain experts in Old 
Economy sectors, please take note, and remember 
when negotiating a move to the IT sector. 

According to Selvan D., Vice President (Talent 
Transformation), Wipro Technologies, an engineering 
background (not necessarily in software) and a man- : . 
agement degree are useful qualifications to have when “Domain experts only know one subject 
you are contemplating such a move. “Most domain and they know it well” 


experts are expected to work with end-users,” he exp- Busrai/ T 
lains. Part of the adjustment, he says, is in getting used мш Executive Director/ IBM India 
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to the lean operations practices adopted by most IT 
companies and reorienting oneself to work in this env- 
ironment. “There are no secretaries; the organisational 
structure is flatter; and there are often no fixed roles,” 
he adds. New recruits must also get used to frequent 
travel, often at short notice, to customer sites or for sales 
pitches, and a much faster response to both colleague and 
customer queries. “The rr industry works in real time and 
people joining us from the Old Economy need to get 
used to its pace,” says Selvan. 

Transitioning to IT from the Old Economy remains 
a challenging proposition, especially if you are among the 
first to switch from a particular industry. Just ask 
41-year-old Natarajan Radhakrishnan, Director (Domain 
Consulting Group), Banking and Financial Services 
Division, Cognizant Technology Solutions. A 17-year 
banking industry veteran, Natarajan decided to switch 
to IT because of limited opportunities in his previous sec- 
tor. "The transition was not easy. For one, | was among 
the earliest people to transition from banking to Ir. 
While rr companies were clear that business knowledge 
and domain expertise were going to be key for dev- 
elopment, they hadn't yet figured out the exact role and 
training needs for people like me. We received training 
in basic IT concepts, project management and on tools 
used in business applications, but not all the new recruits 
could grasp the technology," he says. According to 
him, non-technical staff can expect to go through four- 
to-six months of training before going live on a project. 
"We want these experts on board because our cus- 
tomers demand that we talk their language, not just in 
specific industries such as banking and financial services, 
but in specific segments within those," he says. 

Rather than getting bogged down in classroom ses- 
sions, some companies often let domain experts and Old 
Economy hands learn on the job and keep the formal 
training programme down to a minimum. *I moved 
from HDFC Bank; the short duration training focussed on 
explaining to me our portfolio of products in the bank- 
ing space and on the nuances of working with a diverse 
team comprising engineers and other domain experts," 
says Rakesh Aerath, Product Centre Manager, 
LogicaCMG India. A major part of his training has been 
on-the-job, including a stint at the company's UK office, 
to get a better understanding of the financial services unit 
he works in. *When I joined Logica, we had a suite of 
products whose development we wanted to move to 
India; so, it was critical for me to understand the tech- 
nology that went into this business," says Aerath. 

The Indian rr industry is rapidly moving up the 
value chain; it is simultaneously expected to face a 
shortage of around five lakh people by 2010. Given 
this statistic, the good times may be just beginning 
to roll for these non-IT experts. 
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The Money Makers 


Stock picking is a very lucrative profession. 


HE STOCK MARKETS ARE BOOMING. INVESTORS ARE 
flocking to buy mutual fund schemes. Result: 
there’s a massive demand for fund managers and equity 
analysts across the board. And this demand is exp- 
ected to multiply several fold in the years to come. Says 
Ronesh Puri, Managing Director, Executive Access, a 
leading executive search firm: “Mutual funds have a 
penetration of only 3 per cent in India; yet, the 
demand for professionals is so high. Malaysia has a 
penetration of 7.5 per cent, Europe 30 per cent 
and the us 40-50 per cent. As mutual fund pene- 
tration levels increase in India, the going will only 
only get better for professionals in this space.” The 
profession is financially very rewarding—six-figure 
monthly salaries are the norm—and also intellectu- 
ally challenging. Adds Rajesh Agarwal, Head of 
Research, Ср Equisearch, a stock broking firm: 
“There are great jobs available for financial ana- 
lysts in Mumbai and, to some extent, in Bangalore.” 
RITWIK MUKHERJEE 


FACT BOX 


WHO'S HIRING: Almost every financial services and investment 
banking company. 


WHO'RE THEY HIRING: CAs, MBAs and experienced hands from 
пуа! companies. 


AT WHAT LEVEL: Mostly atthe mid-level (pros with three-to-four years 
lio -level movement is also taking place. 


AT WHAT SALARIES: An MBA with three-to-four years of experience and 

a reasonable record of picking winners can get up to Rs 25-30 lakh per 
annum plus bonuses. Entry level salaries are about a third to half this 
ce aoa a ingen 


-AND THE NUMBERS: Industrywide figures aren't available, but given the 
7007 matte , there is demand for at least 
0 such pros a year. 











COUNSELLING 


HELP 
TARUN! 


О: Гат a 22-year-old pursuing PhD (Physics). My aim is 
to do something in the field of intellectual property rights. 


Do I need to do an MBA for that? Would it be a good move, 


considering that | am doing my doctorate? 

You do not really need an MBA, but if you wish to be 
on the legal side, a degree in law would definitely help 
your cause. After PhD, the options open to you їпс- 
lude joining the field of research or academics. 


Intellectual property rights is a specialised field and 


, to someone working in this area will help you 


arrive at a decision. 


О: | am a 21-year-old science graduate and am currently pur- 
suing a master’s degree. | want to become a commercial pilot 
and am thinking of going to the US. My parents, however, 
want me to pursue a course in India itself. Are there any ins- 
titutes here that can help me realise my dream? 
You can do your training and certification here in 
India itself. To start with, get a student pilot’s licence. 
Get yourself registered at any flying club recognised 
by the Directorate General of Civil Aviation. The DGCA 
website (bttp://dgca.nic.in) has a list of schools where 
you can train. Then, try getting a private pilot’s licence. 
After this, you become eligible to go for a commercial 
pilot’s licence. 
eo eee 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 


c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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Wipro for Dummies 


Wipro as a proxy for Indian IT is not a bad idea. It’s the 
execution that disappoints. VENKATESHA BABU 


BANGALORE TIGER LTHOUGH THE SUCCESS OF THE INDIAN IT 

industry has been well chronicled, there 
By Steve Hamm is little by way of in-depth case studies on 
Tata McGraw-Hill individual companies. For instance, while every- 
Pp: 329 body knows how seven friends came together to 


Price: Rs 299 launch Infosys, few outsiders know of the exact 


dynamics between them or how the seed capital 
of Rs 10,000 was actually raised (there are 
many conflicting versions available). So 
Bangalore Tiger, even with its rather lengthy 
and pompous subtitle of ‘How Indian Tech 
Upstart Wipro is Rewriting the Rules of Global 
Competition’, is a welcome addition. Written by 
Steve Hamm, a Senior Writer with American 
magazine BusinessWeek, the book is, however, 
one disappointing read. But why did Hamm 
decide to use Wipro as a proxy for the Indian rr 
industry? After all, TCS is larger and Infosys 
more profitable. In his defense, the author says 
that Infosys did not cooperate and TCS has 
interests in McGraw-Hill, the book's publisher. 
So Wipro it had to be. 

No problem. Wipro is without doubt an interesting company and has 
a compelling story to share, as this reviewer can attest, having covered 
the company for nearly a decade. The soaps-to-software giant and, even 
more so, its media-shy Chairman Azim Hasham Premji make rich ma- 
terial for a good book. Hamm, however, fails to provide even a single 
new insight into either the workings of the company or what drives 
Premji. Besides stating well-known facts such as how a young Premji had 
to abruptly return home from Stanford after his father's untimely de- 
mise, Hamm does not provide any original anecdotes. Although writ- 
ten like a reporter's story, the book has several blind spots, making it 
look like a project commissioned by the company's r& department. There 
are no comparisons of Wipro's strengths (and weaknesses) with those 
of its competitors. While Hamm goes on and on about Premji's aversion 
to company politics (largely true), he does not ask why is it that anyone 
seen as a #2 to Premji doesn't last long enough. 

Some ex-Wiproites such as Sridhar Mitta, Subroto Bagchi, Vivek Paul 
and Ashok Soota make cameo appearances in the book, but there has 
been no effort to get insights of people like P.S. Pai, Arun Thiagarajan, 
D.A. Prasanna (all former Vice Chairmen) or from the Wipro alumni. 
Even some of Wipro's mis-steps, like its failure in finance business 
through Wipro Finance, barely find a mention. Similarly, the suc- 
cesses the company has had in areas like outsourced R&D and chip 
design haven't been drawn out well enough. For somebody looking to 
get a general idea of Wipro, Bangalore Tiger is a passable, but difficult, 
read. For those who have been following Wipro and the Indian tech sec- 
tor, it is a big disappointment. 
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Building Loyalty, Virtually 


Many companies are building, and incorporating, online communities 
into their outreach programmes. ARCHNA SHUKLA 





ug à 2. 


“We аге fostering a community that can eventually be converted into 


brand loyalists” 
Debabrata Mukherjee, Director (Marketing), Coca-Cola India 


19-year-old law student from Hyderabad claims 

that the webosphere is his favourite hangout—he 
spends four-to-five hours a day surfing. When in the real 
world, he likes to watch and play tennis; Sania Mirza is 
his favourite Indian star. Five months ago, Jaisoorya 
chanced upon a web site, www.myenjoyzone.com, 
that offered to fulfill one of his fantasies—playing 
tennis with Sania, on a virtual court, of course. Not only 
that; if he managed to defeat her the maximum num- 
ber of times—compared to other players who were also 
participating in the game—he could win a date with her, 
and also other prizes like iPods and music and video 
CDs. Last week, Jaisoorya met Sania after defeating 


Jo JAISOORYA IS A CONFIRMED WEBOHOLIC, THE 
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www.myenjoyzone.com 


her, virtually, a record 500 times. 
Sania, incidentally, happens to be the brand 
ambassador for Sprite and the web platform where 


Jaisoorya played her every day was set up by Coca-Cola. 


* 






www.hungama.com 


Membership is free and there are no entry barriers—one 
doesn’t have to be a Coke buff or have 100 crowns of 
Sprite or anything else. “This is a chill-out zone for the 
young crowd. They can walk in any time, hang around 
for as long as they want without spending a penny, yak 
about movies, music or any of their interests, play 
games, blog and build a group of buddies, all under one 
umbrella,” says Neeraj Roy, CEO, Hungama.com, the 
firm that designed the web site. But why is Coke taking 
pains to provide such a platform for people who may 
not necessarily be its consumers? “Because through 
our brand platform, we are fostering a community 
that can eventually be converted into brand loyalists 
through persuasion, not intrusion,” says Debabrata 
Mukherjee, Director (Marketing), Coca-Cola India. 
Welcome to the world of brand communities or 
Social Network Marketing (SNM). Online advertising or 
e-marketing are old hat and corporate blogging has yet 
to take off in India. The new thing occupying every 
marketer’s mind these days is building communities 
around brand concepts. And, this is largely being done 
online, simply because the latter is a much cheaper and 
simpler medium to manage in comparison to traditional 
media like TV or on-ground events. And, a growing 
population of internet users is adding ballast to this 
trend. Says Chaya Brian Carvalho, MD and CEO, ВС Web 
Wise, a firm that designs and manages such platforms: 
“Building brand communities, or social network mar- 
keting, is about providing a platform centred around a 
brand where like-minded people discuss their opinions 
on anything and everything. Since the platform is built 
around the brand personality, the community riding on 
it has a direct, yet non-intrusive, connect with the 
brand.” Smart marketers, of course, also make mild ef- 
forts to bring in brand talk, thereby, keeping the 
whole exercise relevant from their point of view. 
*Social network marketing is different from advertising 


“Online communities are a chill-out 
zone for the young crowd" 
Neeraj Roy, CEO, Hungama.com 


on the social network sites like myspace.com or 
orkut.com in the sense that here, one is not pasting ads 
or shooting virals on the sites blindly. Instead, one is en- 
gaging consumers directly on one's own community 
platform," says Ankush Arora, Vice President, 
Marketing, General Motors India. 

Sunsilk, Lux, Dove, Clinic All Clear, Axe, ITC, 
Pepsi, Cadbury's, Chevrolet, Perfetti and Kellogg's 
are some of the brands that have bought into the 
concept and the increasing traffic on each of their 
sites is prompting them to stay invested. General 
Motors, for instance, recently launched www.srvchill- 
zone.com exclusively for Chevrolet SRV consumers— 
current as well as prospective. They can walk in to take 
a close look at the vehicle and drive it down a virtual 
track, discuss their experience or walk into zones like 
Know Your Metal, Track-O-Meter, Get Xposed or 
Mad-O-Maxx to indulge in some light activity like 
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Besides flexibility, the biggest benefit of SNM is the 
direct and targeted reach it provides. Says Carvalho: 
“Traditional advertising cannot be easily accounted 
for, whereas platforms like gangofgirls allow marketers 
to interact with their end consumer in absolute real 
terms.” Indeed, return on advertising is the most de- 
bated issue among marketers and there are still no 
foolproof tools to measure the efficacy of spends on 
traditional media like Tv and print, whereas in the case 
of online community mar- 
keting, marketers deal with 
their consumers directly 
and, hence, the impact of 
their efforts is much more 
measurable. Indeed, com- Lf 
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taking a quiz on their personalities, №.) www.srvchillzone.com, 
analysing their emotional intelli- www.campaignforrealbeauty.com 
gence and testing their financial and www.makeyourmoves.com 


acumen. “The site was launched in BRL араа ucc 
July this year and we have had Р 


some 1.5 lakh hits so far. Around 50,000 of these аге munities can be built through on-ground events, too, 
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repeat visitors,” says Arora. but it is a no-brainer that such initiatives are quite cum- 4 
f The most talked about web site, though, is that of bersome and expensive. 
Sunsilk (http//:gangofgirls.com), the shampoo brand According to estimates, setting up an interactive 


from Hindustan Lever. According to the company, it website costs about Rs 5-25 lakh, whereas organising a 
has more than 2.5 lakh members and there are one-day on-ground event for a crowd of 150-200 ' 
about 25,000 gangs (groups of girls with similar in- people can cost Rs 25-30 lakh. Traditional advertising, 
terests) who chat, argue and fight over myriad issues like оп the other hand, is even more expensive. For instance, 
the quality of their shampoos, their make-up, problems a 10-second ad spot on television on prime time costs 
with boy-friends, cricket matches to Indo-Pak poli- between Rs 50,000 and Rs 2 lakh. “Besides being a cost- 
tics, among others. The site has various interactive effective medium, the internet also allows consumers a 
features—like a makeover zone, where girls can try out 360-йергее experience of one’s brand proposition. 
р new hairstyles or make-up; a chill-out zone; and a For instance, consumers can not only get a detailed 
tf blog zone (with about 6,000 regular bloggers), among overview of products and virtually check them out 
Е others. Says Vipul Chawla, Category Head, Hair Саге, but also discuss all the issues on their mind with their 


r ae SS ee 


+ 


d HLL: “The basic objective behind this is to make Sunsilk peers or brand custodians,” adds Roy. Indeed, online 
j reconnect with the young Indian women. Sunsilk's brand community platforms give consumers a sense of ' 
inherent brand values and its personality sparked off the their own space by allowing them the freedom to air Р 
idea of a ‘community’. The bigger challenge was to fi- their grouse against their own brands. + 
nalise the medium and we chose the internet because it These are early days yet; but this is clearly a concept 
gave us a lot of flexibility in operationalising it.” that’s here to stay. j 
y 
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Its a Phone, It's a ‘Berry 
But It’s Very Sexy! 


With Pearl, BlackBerry is trying to hook not the suits but the hip, the young and the cool. 






COMBINATION. OF BLACK AND CHROME IS SO 
sexy that it is a no-brainer. A black and chrome 
‘combo instantly adds über-sleekness to. any- 
thing—cars, motorcycles, cigarette lighters, 
you : name it. So, it is with the BlackBerry 
"Pearl, which is indeed the sexiest 
BlackBerry that Research In Motion 
(RIM) has ever put out since 1999 
when it started getting white-collar 
users (mainly in North America) 
addicted to that device. To begin 
< with, the Pearl (aka the Blackberry 
о) is small—4.2 inches long, 
s wide and a mere 0.6 inch 
and light (just 90 grams). 
Th es it smaller and slim- 
mer than most smartphones. In 
other words, this is one BlackBerry 
that doesn't look like a monkey's 
paw but a phone that, incidentally, 
works very well as a phone. 
Additionally, of course, there’s the 
shiny b & c combo, which makes it 
look a cut and several more notches 
above anything that has come out 
of Mike Lazaridis’s Ontario-head- 
quartered wireless device company. 
Yet, RIM has squeezed in a flat 
screen on the tiny Pearl that is not 
much smaller than the screen the 
older 8700 sports. And, of course, 
the multimedia bells and whistles 
make their debut on a BlackBerry—a 
1.3 mega-pixel camera with flash and a media 
player—plus a slot inside to slip in a micro-storage card 
that can add gigs to its capacity. 

Since the BlackBerry is essentially an e-mail device, 
we put to test its shrunk keyboard (QWERTY but two let- 
ters to a key) by sending mail and text messages. 
Initial scepticism quickly vanished as the predictive writ- 
ing software and the keyboard backed by SureType 
technology kicked in the moment we started typing a 










message. The software is nifty-—it presents a combi- 


nation of letters or words that are based on the context. o 
True, it takes a little getting used to, particularly ifyou 


are accustomed to a traditional QWERTY keyboard as 
in the previous models of the BlackBerry, but 
once you get the hang of it, it’s” 
smooth sailing. 
The other big change in the Pearl. 


fights up translucently and replaces: 


of all older BlackBerrys. Getting used 
to the trackball and the new ‘Menu’ 
and ‘Escape’ buttons (on either side of 
it) may take a little time but as well as 
being easy to use, it's a boon to left 
handed users—BlackBerry’s earlier. 
positioning of the track wheel was a 
«bit unfair to them, we think. 8 
So, what's the Pearl all about? At 
Rs 24,999, is it a fashion-cum-style 
statement for the upwardly mobile 
who wants to mix a bit of fun with 
work? Yes and no. While adding a 
camera and a media player clearly: 
indicate RIM's efforts to hook more 
people than those in white-collar 
jobs, the Pearls 1.3 mega-pixel сат- 
era isn't the best you get on phones 
these days (most rivals offer 2 or 3 
mega-pixels routinely). The Pearl 
doesn't record video either and although 
it supports music files in various formats, the player is 
clunky and not a patch on what many smartphones and 
pure-play Mp3 players offer. 

Still, if you're the type who doesn't think it's hip (or 
convenient) to listen to music on your e-mail-cum- 
phone device and for whom a camera on a phone is 
not exactly a tool to create art, toss that old monkey's 
paw and get a Pearl. 


SN 
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is the pearl. We're referring to the lit- | | 
tle trackball below the screen. К. 


the right-hand track wheel, a staple —.— 






The Double Pyramid Workout 


HERE IS AN INVERSE RELATIONSHIP BETWEEN THE ONSET OF WINTER AND 
attendance at gyms. As it gets colder, fewer people can remain 
motivated enough to hit the treadmills or the weight racks. While that 
is a boon for dedicated gym rats—shorter queues for the machines or the 
dumb-bells—it is a curse if you’re not driven enough not to miss your reg- 
ular workouts. But winter isn’t the only disincentive to head for the gym. 
Very often it is the bleakness of your workout routine that can make it easy 
for you to skip a session or two or 10! Гуе heard many people complain 
about how their workouts have become stale and they've hit a plateau in 
terms of results that they get from their sessions at the gym. 

Here's a way you can jumpstart your workouts by doing something 
new. Га like to call it the Double Pyramid Workout. Now, the common 
way of doing weight training sets is to increase the weight you lift in every 
additional set (and, consequently, do fewer repetitions for each subsequent 
set). In other words, if you are bench pressing and do 12 reps in the first 
set using, say, 90 Ibs, in the second set you may increase the weight to 110 
lbs but lift it only 8-10 times. And so on. By set number 4, you'd proba- 
bly be lifting 130 Ibs but only for 5-6 reps. In other words, the commonest 
. method of weight training involves increasing weights as you do more sets, 
_ while your repetitions taper down. 

Here’s what can add some more spice (as well as some muscle 
soreness on the following day!) to your workout. Do the normal 
pyramid training as described above but instead of stopping there 
his begin your climbdown. Do a fifth set where you actually re- 
duce the weight a bit and do as many sets as you can and 
then a sixth where you take another bit of weight off 
and do your reps and, then, finally add a seventh 
one with even lesser weights. What you have ef- 

fectively done is that you've first subjected 
&, your muscles to increasing weights (and 
© — decreasing reps) and then decreasing 
weights (and increasing reps). If seven 
sets are too much, do five or six but do 
the pyramid followed by the inverted 
pyramid. Let me explain with an example. 
Suppose you're doing bench presses. Here's the pattern you could follow: 

Set 1 — 12-14 reps using light weight 

Set 2 — 10-12 reps using medium weight 
Set 3 — 8-10 reps using heavy weight 
Set 4 — 10-12 reps using medium weight 

Set 5 — 12-14 reps using light weight 
Subjecting your muscles to stress in the manner described can help them 
grow faster in volume as well as strength. But here's a warning: the Double 
Pyramid Workout (DPW) is not for beginners—do it only if you're experienced; 
also, it's a strenuous method so you can't do too many exercises per session 
if you're following this method (my suggestion: do just two or three of them 
per muscle group per session—i.e., if you're working your chest muscles, you 
- could do the Ору for just flat bench presses and dumb-bell flyes, that's it). m 
MUSCLES MANI 
write to musclesmani@intoday.com 
Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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FIVE STEPS TO CUT 
CALORIES 








































О START, WE MUST POINT OUT THAT RSS (REALLY 
Simple Syndication for our purposes) isn’t terribly 
, new; the format has been around since 1996. 
there are still a lot of people in India, many of 
in the content business, who still don't under- 
RSS and how the format is revolutionising the way 
le consume content on the internet. 
et us do this quite simply, and without delving 
e what's, why's and wherefore's of Rss. Pll even skip 
t about the three competing formats RSS 1.x, RSS 2.x 
Atom, because if you’re “consuming” feeds and 
designing them, it really doesn’t matter. 
ss allows you to subscribe to a feed from any web- 
hich updates itself on a regular basis and has a Rss 
” embedded in its code. A “feed” is the term you 
describe the flow of information from a syndicated 
These feeds can be read using a variety of readers, 
т web-based or residing on your computer. Most 
le use web-based readers for the convenience of 
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2ally Simple RSS 


a small orange button is setting content free! 








being able to read the feeds from any computer. 
Subscribing to a site allows you to scan the latest 
developments in a jiffy. Many sites allow users to sub- 
scribe to either full posts or briefs. How do you know a 
site has an Rss feed? If you are using Internet Explorer 
7 or Firefox, you will notice the orange RSS button 
(look at the top of this page) on the address bar. 

How do you add a feed? If you already use a service 
like Bloglines, clicking on the feed button will 
automatically add the feed to your reader. If you use 
Google Toolbar (a useful download, by the way!) you will 
notice the Rss logo on the toolbar light up if the site has 
a feed; click on the Subscribe button and choose your 
reader to add the feed. That is why they call it “Really 
Simple Syndication", Using RSS feeds allows you to see and 
read a lot of content at one place without having to visit 
thirty or forty different places online, and if you use an 
online reader you can access it anywhere. 

KUSHAN MITRA 
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| Business today 
BOARDROOM 


ч SHANTI. 


FOR MANAGING TOMORROW 


The panellists: (L to R) T Shantakumar, Director, Kirtilal Kalidas Group; V.P. Harris, MD, Witco; Anagh Desai, CE“ 
India Project, Damas; Mohsen Moazami, V-P, Internet Business Solutions Group, Cisco Systems; Ajoy 
Krishnamurthy, CEO, Sankalp Retail Value Stores; Sumantra Banerjee, President, Retail Group, RPG Enterprises; 
B.A. Kodandarama Setty, CMD, Viveks; and Damodar Mall, CEO, Food Business Division, Pantaloon Retail 


Retail: 





The learning curve is steep but opportunities are plenty, say panellists at 
the 11th Business Today Boardroom Breakfast. 


RGANISED RETAIL IS 

one industry that has, 

of late, attracted a lot 

of media and con- 

sumer attention. 
Reasons are obvious: according to 
estimates, retail, with a size of 
around Rs 10 lakh crore, is one of 
the biggest sectors in the country, 
contributing around 30-35 per cent 
to the total GDP. Yet, only 3 per 
cent of the total industry is organ- 
ised, which signifies the untapped 
potential of the market from the 
supply side. The picture is equally 
promising from the demand side, 
with a big and growing middle class 
population, favourable demo- 
graphics, rising per capita income 
and the increasing propensity 
among consumers to spend. The 
recent rush among the country’s 
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top corporate houses to get into 
retailing, thus, is not surprising. But 
then, is the retail story only all about 
opportunities and growth? Anything 
but that, as most retailers, be they 
the relatively old players like the 
Future Group, or the RPG Group, 
the Piramals or Viveks or newer 
entrants like the Reliance Group, 
the Tatas or others, will tell you. 
Each one of them is still struggling 
with the basic issues like the right 
format, the right product mix, the 
right catchment area and the right 
price. Then, scaling up their chosen 
business model is another issue play- 
ing on everyone’s mind. In the 11th 
Business Today Boardroom 
Breakfast, organised by Cisco 
Systems in Amby Valley on 
November 10, country’s top retail- 
ers got together to thrash out these 


and many more issues. The paw | 
lists included: Damodar M 
President and CEO, Food Busir 
Division, Pantaloon Ret: 
Sumantra Banerjee, President 
Chief Executive, Retail Group, 
Enterprises; Ajoy Krishnamur 
CEO, Sankalp Retail Value Stow 
BA Kodandarama Setty, Chairs 
and Managing Director, Viv 
Mohsen Moazami, Vice Presic 
Internet Business Solutions Gr 


Cisco Systems; VP Ham 
Managing Director, Witco; т 
Desai, CEO, India Project, Da: 
and Shantakumar, Director, Ki 
Kalidas Group of Companies. 
discussion was moderates 
Business Today's Assistant Ec 
Archna Shukla. 

The discussion took off 
Mall who said the industr 





hed a tipping point in the sense 
organised retail was no more an 
¡concept to consumers. “Indian 
H gy mers, who earlier thought 
ping in a snazzy, air-condi- 
ed mega mall meant having to 
an extra buck for every pur- 
e made, now have accepted 
B anised retail formats as more 
“Ficient, convenient and also 
taper places to shop at. And in 
sta: 
fat sense, retailing has come a long 
Pray." While there was absolute 
. onsensus on the issue, Banerjee of 
RPG group pointed out that the 
[industry was still quite far from 
[gaining true competencies. “It is 
still, largely, а game of property 
grab and roll out,” he said. This, 
\indeed, was not an out-of-place 
comment, as media had been agog 
with reports of rush among retail 
houses to steal large land deals. 
On the question of whether the 
sector was getting too crowded al- 
ready before it could really take off 
and what risks it could pose to the 
players, the panel’s view was that 
since it was still a virgin market, 
there was enough room for every 
one to fit in. “In India, almost 97 per 
cent of the market is still organised 
= unlike the us, where 85 per cent of 
' the market is organised, or the Asian 
countries like Thailand, China and 
Malaysia, where 45-55 per cent of 
the retailing was organised," said 
Moazami of Cisco. Secondly, he 
pointed out that even in the us, Wall 
Mart, which is a $300 billion (Rs 
13,50,000 crore) company, had only 
around 9 per cent market share. 
Others agreed that increasing com- 
petition was not a cause for worry. 
Banerjee, however, warned en- 
trants to refrain from playing a 
low-price game. “It is important 
for us to understand that fighting 
on prices is not the way to long- 
lasting success. Anybody can re- 
duce prices and gain volumes, but 
will that be a long-term sustainable 
strategy is the issue to be under- 
stood first," he said. Viveks' Setty 


argued that it was the brand posi- 
tioning of the groups that would 
be the key differentiator. Talking 
about his own Dollar Stores, 
Sankalp's Krishnamurthy said there 
was enough room to experiment 
on the concept front. “Differ- 
entiation, be it in the form of 
product offerings, formats or con- 
cepts, will be the way to go about 
it," he added. 

On the issue of challenges in 
scaling up operations, Shantakumar 
of Kirtilal Kalidas Group of 
Companies said the biggest issues 
before the industry were getting 
the right people, right processes, 
the right technology and then, to 
scale up. On the question of what 


"Networking technology is a 


role can technology play in scaling 
up operations while keeping costs 
in control, Moazami said Indian 
retailers may have many a lesson to 
learn from their counterparts in 
the developed markets. *Networ- 
king technology is a pre-enabler 
for scaling up retail operations," he 
said, adding that right solutions 
for inventory and logistics man- 
agement and tracking sales and 
customers could shorten the learn- 
ing curve. Citing an example of 
how technology can help in scaling 
up operations, Desai of Damas 
said: “In our business, diamond 


jewellers have to keep inventories 
for at least 15-18 months. But we 
realised that if we used technol- 
ogy, we could bring our inventory 
cost down by at least 15 per cent 
and plough the savings in scaling 
up the business. That’s when we 
embraced technology two-and-a- 
half years ago.” 

The panel, however, seemed 
divided on the issue of foreign di- 
rect investment in the sector. Mall 
and Banerjee argued that opening 
the sector without giving the local 
players a chance to set their feet 
firmly could kill them prematurely. 
Witco’s Harris, however, thought 
that foreign players could still enter 
the market via back doors. “Agreed 





the front gates are closed for them 
but we have players coming in from 
chimneys and creeks in the doors 
and the windows,” he said. He also 
thought that the fear of foreigners 
could be a little unfounded, to 
which Banerjee reacted sharply and 
he cited examples from China and 
Japan where the industry was 
opened for FDI in phases. 

The discussion ended on a pos- 
itive note, though, with the panel 
agreeing that opportunities in retail 
were far too many and challenges 
on the way will make the journey 
only worthwhile. Ш 
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Veni, Vidi, Feni 


THE KING OF GOOD TIMES, VIJAY MALLYA LIKES TO 
party and Goa has, for sometime, been one of his 
favourite hangouts to take a break from running his | 
Rs 9,000-crore, airline-to-spirits business. Now, he’s | 
got one more excuse to head to this coastal paradise. | 
It appears Mallya, 50, has decided to foray into the | 
Feni market by setting up a new distillery in Goa and | 
promote the beverage as India's national drink. 
Currently, most of the Feni market, which is Goa, is 
dominated by some 20 small distilleries and UB is 
expected to make the first large-scale investment in 
this segment. While Mallya couldn't be reached for 
comment, UB’s Senior Vice President of Marketing 
Alok Pant says, *We will promote Feni with a new ad 
campaign and want to market it as India's new 
national drink." Tequila, here we come. 


All Money is Good Money 


IT’S NATIONAL SECURITY COUNCIL VERSUS FREE 
markets, except that batting for the latter are three key 
ministers from within the UPA government. Finance 
Minister P. CHIDAMBARAM, Commerce Minister 
KAMAL NATH, and Communications Minister 
DAYANIDHI MARAN have all come out to oppose the 
NSC's proposal to put foreign investment from some 
countries (like China) on watch. But they've done it 
in different ways. Chidambaram, 61, doesn't mind 
sectoral restrictions, but is opposed to country i 
restrictions; Nath, 60, isn’t in favour of sectoral 
restrictions, but wants country restrictions to be 
across sectors, if at all such a thing is needed. On his 
part, Maran, 40, has openly cited the cost savings of 
state-owned telcos due to Chinese suppliers to argue 
against any such move. It’s reassuring to know 
India’s FDI baiters are hard at work. 






















His Woes Don’t Seem to End 
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Remote Operator 


SINCE OCTOBER 26 THIS YEAR, GHANSHYAM SARDA 
has been behind bars for selling expired blood test kits 
in West Bengal—for two long years. And the 45-year 
old Sarda’s incarceration seems to be having strange 
effects on jute futures on the National Multi 
Commodity Exchange (NMCE). What's the connec 
tion? Sure, Sarda is no member of NMCE, but hé 
does own nine large jute mills in the state, making him 
a major player in the raw jute trade. Now, it's not 
unusual for commodity prices to be volatile, but 
some people think this instance could simply be the 


jute baron's way of telling the trade not to forget him. 





The Big Test 


ABOUT 90 DIFFERENT SPORTS UTILITY VEHICLES 
(suVs) jostle for customer dollar in the American auto 
market, and starting October 2008, there will be one 


more contender, come all the way from India: 
M&M's home-grown Scorpio. It's been four years 
since ANAND MAHINDRA, 52, rolled out this super 
low-cost, but snazzy suv, and while over the years 


> 


he screwed up enough courage to take it to key mar- 
kets in Europe (France and Italy, among others), 
Mahindra stayed off the us. But now he’s come 
face to face with the inexorable truth. “The us mar- 
ket is the holy grail for all automakers. You cannot 
call yourself a truly global player until you can 
compete there,” he says. M&M's Us partner, Global 
Vehicles, is gung-ho about the Scorpio, which, 


at $15,000 (Rs 6,75,000) a pop, it thinks could sell 
“aggressive volumes". Detroit, beware. 





A Shot in the Arm for FICCI? 


i # ii. WHI 
ve and professional outfit marketing India abroad (reme 
Everywhere at the World Economic Forum at D < early this year?), the former ‹ 
OOK Very 
HABIL KHORAKIWALA, ОЭ 
banner Worli Chemicals n 1959, Khorakh 
ckhardt that's worth К T ore OF ve bourses. Khorakiwala is estimated (Dy 


Forbes) to have a net worth of R 300 crore. It may be difficult for the man to n > any tun 


damental changes at FICCI, but he « help launch new initiatives that put the 79-year-old 


business lobby back in the reckoning. Khor ala wa \ › and couldn't be 


comment, but FICCI seemed excited about the year ahead under the pharma baror 
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NAME: NARE 
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DESIGNATION: Chairman 
GROUP: Jet Airways 


N Out Of The Air Pocket 


WO YEARS AFTER HE INITIALLY WANTED TO START SERVICES BETWEEN MUMBAI AND NEW YORK, 

Naresh Chandra Goyal, Chairman of Jet Airways, has finally received permission 

to fly to the United States. With a fleet of new Airbus A330-200s and Boeing 777- 
300ERs expected to arrive early next year, Jet Airways, which has established itself as the 
best domestic carrier in India over the past decade, will finally be able to expand its in- 
ternational operations beyond South-East Asia and London (Heathrow). And given 
that margins on domestic operations are wafer-thin at best, Jet will finally be able to bol- 
ster its finances on higher-yield international routes. 

However, it is not all plain sailing for Goyal, a few months after Jet Airways literally stood 
up Air Sahara at the altar. Whatever the reasons for this—and Goyal probably has extremely 
Simply enroll your sound business reasons for doing so—it has become a lingering battle, but he’d rather move 
on, In the past few months, Goyal has responded to the challenge thrown by Vijay Mallya’s 
Kingfisher Airlines and started a fleet-wide installation of in-flight entertainment systems. 
Goyal, who is the great survivor of the first round of airline deregulation in India in the early 1990s, 
has also met the challenge of low-cost carriers with aggressive yield management, which has al- 












BHASKAR PAUL 





introdu ing 
GroupSav: 


at 30p per min 


group of five or more 
employees onto our 
GroupSave postpaid 


plan. And enjoy this lowed the airline to offer reduced fares. The controversy over the source of his funding is now 
rate on all local, STD & a forgotten chapter. Civil Aviation Minister Praful Patel has given him a clean chit in Parliament 
dutgoing Roaming calls and the Us permission will almost certainly put to rest any lingering talk on the issue. 

within the group. However, while his passengers are relatively satisfied, Goyal has had trouble keeping his 


shareholders happy. Since Jet Airways’ Rs 1,900-crore iPO almost two years ago, almost half 
of its market capitalization has been eroded, and given that Goyal is still the largest shareholder 
in the airline, this has hurt him as well. More so, because he almost single handedly rose from 
the ranks of millions of other travel agents to straddle the air travel market in India. 
However, Goyal must be hoping that the permission to fly to the Us is the beginning of a bright 
new chapter, not only for his airline but also, hopefully, for his shareholders. m 

" KUSHAN MITRA 
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e this house makes doctor calls. 


Take a recognised trend — the aging of the world's population — apply lateral thinking, and 
what do you get? The "smart home". IBM is working with medical device makers on a 
prototype house that can take your pulse, read your blood pressure and test your blood 
sugar. It can even call your doctor with updates, before a change in condition becomes 
an emergency. That means more autonomy for aging boomers — and new cross-industry 
business models. Want innovation for the future? Talk to the innovator's innovator. Call on 
IBM. To get "The Future of the Home" and other "Future" podcasts, visit ibm.com/special/in 


what makes you special? 





